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THE OUTLOOK 


The Meaning of the Brokerage Failures—Railroad Stock 
Financing—Education and Those Who Need It—Fed- 
eral Reserve Board Troubles—The Market Prospect 


HE two words—Failures and Scandals— 
reflect with regrettable brevity the his- 
tory of developments in Stock Exchange 
circles during the past two or three weeks. 
The progress made within the past ten days 
or more in digging down to the personalities 
and responsibilities of recent irregular prac- 
tices has been considerable, and the situation 
revealed has been anything but flattering. 
For a time, the New York Stock Exchange 
was inclined to lay the entire blame of the 
situation upon the other and less respectable 
exchanges, but sudden announcement of the 
failure of large houses, the difficulties of at 
least one of which have been well known for 
a number of months without attracting any 
attention from Stock Exchange authorities, 
so far as the public is aware, seems to put the 
shoe on the other foot. Of course, all this is 
unfortunate, and raises the question what, if 
anything, can be done to relieve the condi- 
tions complained of. 

The main fact to hold in mind in this whole 
situation is that the punishing of those who 
have been guilty of recent irregularities is 
no remedy for the existing problem. The 
conditions complained of developed without 
any let or hindrance, and there is no reason 
why they should not develop in the same 
way again, thus repeating the experience of 
past years. What is wanted is not the in- 
fliction of penalties upon a few guilty indi- 
viduals, but the development of new con- 
ditions of speculation which will prevent the 
recurrence of such frauds and dishonesties 
at a later period. It is, of course, impossible 
to work out a plan which will be absolutely 
proof against unfair or doubtful methods on 
the part of individuals here and there, but 
it is entirely possible to correct the glaring 
abuses that now prevail. 

Two main faults or defects stand out in 


the present stock speculation and investment 
situation: 

1. Brokerage concerns can come into ex- 
istence, receive money and do business un- 
der irregular and dishonest conditions, unre- 
strained by any inspection or oversight, 
with corresponding danger of loss to their 
customers. The mere fact that one of the 
exchanges makes real effort to safeguard 
against such conditions does not necessarily 
afford any check upon the others. 

2. Brokerage concerns may become prac- 
tically insolvent and yet go on receiving 
money and doing business for a good while, 
even exercising private banking functions 
and issuing letters of credit to the great 
danger of the customers of the houses. 

These are evils that can easily be cor- 
rected. The banking community long ago 
worked out remedies for very similar dan- 
gers prevailing within its own limits. What 
is chiefly needed is a regular periodical in- 
spection and examination by authorized 
agencies. In banking, such work is done by 
the national and state examination depart- 
ments, but it is also done (and even better) 
by the Clearing House Associations. Second 
to such regular examination and inspection, 
is the need of regular and systematic pub- 
licity of such accounts and conditions. There 
is no reason whatever why a reliable busi- 
ness concern should not publish a satisfac- 
tory certificate of condition, obtaining such 
certificates either from the Exchange to 
which it belongs or from some duly consti- 
tuted authority of the Government; or in 
lieu thereof publishing a bare statement of 
its condition, prepared by a reliable firm of 
accountants. 

That these measures would be distasteful 
to many concerns in the “street” we can well 
believe, but that does not diminish the de- 
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sirability of introducing them. It is entirely 
possible to get the very best results through 
Stock Exchange action and without any in- 
tervention on the part of the Government, 
either national or state. But if some such 
system is not actually set on foot at an early 
date, there need be little doubt that govern- 
mental authorities will undertake the task 
for themselves. 
ome) 


HE new issue of $100,- 

000,000 of stock an- 
nounced by the New York 
Central Railway is inter- 
esting in a great many aspects. Perhaps 
the most conspicuous phase of it is seen in 
the fact that N. Y. Central has broken away 
from the apparent tradition or—one might 
almost say —inhibition which has rested 
upon issues of railroad stocks for a long time 
past. 

So firmly has this inhibition become im- 
planted as a principle of railroad finance that 
not more than one or two minor issues of 
railway stocks have, we believe, been placed 
upon the New York market for more than 
two years past. Such a situation could not 


RAILROAD 
STOCK 
ISSUES 


last indefinitely, owing to the fact that the 
railroads were in many cases getting to the 
point at which their bond-issuing power was 
exhausted. N. Y. Central may not have been 


in that position, but probably would have 
reached it along with other railroads in due 
time. 

It has long been perceived as an absolute 
necessity that, if the railroads were to pros- 
per, they must reach a position enabling 
them to get capital through the enlargement 
of their stock issues rather than through the 
constant enlargement of bonded debt. The 
attitude of the Government and the embar- 
rassing legislation placed on the statute 
books has been regarded by many as afford- 
ing the real reason why no progress could 
be made. 

New York Central, with its excellent earn- 
ings records of recent months, now puts this 
theory to the test. The answer is not ex- 
actly conclusive, because there are few roads 
that are in an equally favorable position as 
borrowers, yet it throws some light upon the 
possibilities of the present situation. Fur- 
ther enlargement of transportation systems 
is very nearly essential to maintenance of 
prosperity ; power to sell stocks upon a legiti- 
mate basis is practically essential as a means 
of securing the funds with which to enlarge 
transportation systems. This gives the new 
issue a broad economic bearing. 

i al 
COMMODITY N recent stock market 
PROBLEMS recession, it has been 
interesting to see an old 
rule once more reapplied. Experience of 


past years has demonstrated that overpro- 
duction and accumulation of goods, particu- 
larly when prices were high, was a sure road 
to depression with ultimate loss; due to the 
fact that, as goods accumulated, prices were 
promptly cut back. This has again been 
demonstrated by experience in oil and other 
commodities during the past two weeks. Time 
enough has now elapsed to get a rather bet- 
ter perspective as regards the situation than 
could be gathered at any earlier date. 

Such a broad survey shows that the recent 
decline in business started with those lines 
in which overproduction had taken place, 
and is proving to be most serious in those 
same branches. Particularly does this now 
seem to be true of the oils, in which an un- 
questionable oversupply had been developed. 
Stock dividends and even cash dividends 
proved an insufficient stimulus to the market 
to keep its courage up, and the effect was to 
drives prices sharply downward as the quan- 
tity of oil on hand grew larger. Somewhat 
the same situation has developed in a few 
other industries, with the result that sus- 
pension of production is now necessary— 
fortunately upon a moderate scale only. But 
the experience should once more enforce the 
lessons already learned as regards the effect 
of producing too much and trying to keep 
prices too high. Consumption eventually falls 
off, and when that condition has developed 
the inevitable result is to bring about reac- 
tion with corresponding effect upon securi- 
ties, no matter how much the latter may be 


“boosted.” —ea 


A VANISHING HE decline of German 
MARK marks to a level be- 

low 166,000 to the dol- 
lar places that currency in practically as 
absurd a position as the Russian ruble, the 
old Austrian crown, the Mexican “Infalsi- 
cable,” and other paper units which have 
fallen to a purely nominal and imaginary 
figure. Germany by her currency policy has 
practically confiscated the entire wealth of 
the middle-class, the great body of savers 
and small investors who thought they had 
laid up something against a rainy day, but 
who now have to meet the rain as best they 
can without any protection. Foreign inves- 
tors or speculators—chiefly Americans— 
have borne their share in this loss, because 
of the enormous quantities of marks they 
from time to time have purchased in the 
hope of a large profit later on. 

All this is bad enough, but the fact is now 
evident that there can be no real recovery 
in Germany without the introduction of some 
new currency standard which shall take the 
place of the old and impossible paper that 
has now gone out of use just as it has dis- 
appeared as a standard of value. Germany 
today is working largely upon a foreign cur- 
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rency basis, in so far as private business 
transactions are concerned, and the next 
step to be taken will be that of shifting pub- 
lic finance to a new currency basis as well. 
That this will have to be done in the near 
future need not be doubted. When the time 
comes for such a step, it should be accom- 
panied by a plan for the reform and restora- 
tion of the German banking system and for 
o introduction of an entirely new currency 
ase. 

That perhaps cannot be successfully ac- 
complished save through complete alteration 
of the plan of reparations. That should be 
plain to the Allies by this time. Both in the 
interest of the Allies themselves and of their 
German debtors it has become imperative to 
bring about a complete readjustment of cur- 
rency and banking in Germany. 


F cS 


HE Secretary of the 
Treasury announces a 
forthcoming visit to Eu- 
rope largely, of course, for 
“vacation,” although it is announced that 
some incidental inquiries may be made “on 
the side.” What these will cover is not made 
known, but there is a good deal to which they 
might apply. We should suggest that Mr. 
Mellon look into the working of the present 
debt-funding law and satisfy his mind as to 
the approximate date when France and Italy 
would be able to begin actual interest pay- 
ments under some agreements to be negoti- 
ated by the commission of which Mr. Mellon 
is chairman. 

Having satisfied his mind on this minor 
point, the Secretary of the Treasury might 
glance at the present state of European bank- 
ing with special relation to the trade balance 
of the United States. He should inquire 
how the existing inflated price level and the 
high tariff rates of the United States affect 
our competitive power abroad, and how far 
it would seem likely that foreigners are in 
a way to become reconciled to our present 
immigration law. 

Incidentally, it would be very well for him 
to examine briefly into the reasons why 
American bankers are not able to compete 
in international financing with those of 
Great Britain. Having satisfied his mind on 
all these points, he might as well bring his 
vacation to an end and hasten back to the 
United States: with a view to putting into 
effect what he had learned abroad. 

Unfortunately, it is not Mr. Mellon who 
needs this kind of “education” most. It is 
the other best minds in the Cabinet that re- 
quire enlightenment, but are not likely to 
get it. Instead of visiting Europe, some of 
them are traveling on junkets hither and 
thither, while others are out laying political 
wires and engaged in political fence building. 


SECRETARY 
MELLON’S 
JOURNEY 





It is regrettably true that in this world those 
who need education most seldom get it, while 
those who do not need it very badly have the 
largest access to it. 
. 
ROM week to week, the 
scrutiny of Federal 

Reserve statements seems 
to show that the Reserve 
System is still out of commission and is 
rendering but little direct service to the fian- 
cial and business community. This need not 
be considered at all surprising, since the 
policy of the System has steadily been that 
of avoiding any responsibility for existing 
financial and business problems. The Sys- 
tem neither financed the trade expansion 
inflation of the past winter and spring, nor 
has it been responsible for the more recent 
recession. There seems to be little ground 
for thinking that it will have much relation- 
ship to the financing of the agricultural busi- 
ness of the country during the coming au- 
tumn and winter, unless there should simul- 
taneously be a great growth of commercial 
demand, which is not now expected. 

Undoubtedly the Reserve System is at 
present like a powerful engine which is held 
out of commission in some warehouse or 
powerhouse ready to be “connected up,” if 
necessary, with the consumer, but is entirely 
unable to exert its influence until that is done. 
The Federal Reserve Board has recently 
been “filled,” but is to be partially emptied 
again due to the protracted absence of its 
chairman during the summer months, while 
it is expected to go into a comatose condition 
along with other Government bureaus dur- 
ing the absence of the President and the 
other higher officials of the Administration 
from Washington. “So runs the world 
away,” and so our financial system is left 
to run itself, although unfortunately under 
conditions which prevent it from assuming 
and exercising the responsibility for this 
self-management which it ought to assume. 


rin. 


ONTINUED pressure 

during the past two 
weeks has brought out fur- 
ther liquidation of securities. The downward 
trend has been equally accentuated in the 
commodities markets, indicating the funda- 
mental nature of the declining movement. 
At the present, uncertainty regarding the 
business outlook and the rapidly approach- 
ing crisis in Germany are the deciding fac- 
tors. While a number of securities are rela- 
tively attractive after the long decline, the 
prevailing uncertainty indicates the advis- 
ability of continuing out of stocks. We 
therefore continue to advise our readers to 
remain in a liquid position. Monday, July 2. 
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A Knappen-Interview* 


Gray Silver, Farmer-Economist Calls 
on Bankers to Save American 
Farmer from Ruin! 


Gray Silver is an outstanding figure 
among the leaders the remarkable “farm 
movement” of the last five or six years 
has brought to the top. It is indisputable 
that he has had more to do with national 
legislation these two years past than any 
other man in or out of Congress. The 
“farm bloc” was his realization tf not his 
conception. He is a farmer and fully 
understands the psychology of farmers, 
and when he says that governmental price 
fixing impends, it may be taken that he 
knows. Likewise, his suggestion to bank- 
ers that they can prevent the catastrophe 
by a little special activity in the line of 
their business is entitled to respectful con- 
sideration. 

* * * 

OVERNMENT price-fixing of wheat 
.; and, perhaps, other agricultural 

commodities is admittedly impend- 
ing. The demand for price-guarantees by 
wheat growers, already insistent, will be- 
come imperative unless nature intervenes 
between now and August 1. 

The carry-over from last year 
is about 110 million bushels, and 
the present forecast is for a 
crop of 817 million bushels. Al.- 
ready the purchasing power 
of a bushel of wheat is lower 
than it has been at any time 
in the last fifty years. If the )\ 
promised bumper crop is har- 
vested wheat on the farms 
will drop to 60 cents 
a bushel, and its pur- 
chasing power will 
be pitiful. 

Reports received in 
Washington from the 
West indicate a state 
of mind bordering on 
desperation among the wheat raisers. 
Business paralysis in vast regions and 
political chaos are threatened. Sena- 
tors and congressmen are in receipt of 
emphatic and even threatening demands 
for governmental intervention, and con- 
servative leaders of farm organizations 
are losing ground every day. 


Evidently No Choice Left 


Statesmen and leaders who recognize 
the fallacy of price-fixing are in some 
cases beginning to waver under the pres- 
sure of political expediency, and a growing 
belief that the emergency will leave no 
choice is sensed in many directions. This 
situation plays directly into the hands of 
the powerful radical group in Congress 


eral 


* Written for THE MAGAZINE OF WALL 
hp by Theodore M. Knappcen, Washing- 
‘on, D. C. 
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“The outlook is 
nous. . . 
miliar with. conditions 
in agriculture in gen- 
cannot 
sympathize 


which is intent on the realization of whole- 
sale public intervention in business and 
industry. 

The logical outcome of price-fixing will 
be more price-fixing so long as the radi- 
cals have any influence, and a carnival of 
socialistic legislation may follow, that will 
shake the whole business structure of the 
country. Many of the farm organizations 
are either yielding to the price-fixing agi- 
tation or are non-committal, but Grange 
and the American Farm Bureau Federa- 
tion—that amazing colossus of agricultural 
groupings—still stands as a rock against 
government meddling with prices, although 
they recognize the gravity of the situation 
and the force of the 
demand for legisla- 
tive remedies. In 
these circumstances 
the writer asked Gray 
Silver to discuss the 
problem and suggest 
a remedy, feeling that 


omi- 
Anyone fa- 


fail to. 
with the 
farmers!” 


the man who planned and drove through 
Congress some twenty-five measures bear- 
ing on agriculture, is especially qualified 
to deal with the subject. 

“The outlook is ominous,” said Mr. 
Silver, “and anyone who is at all familiar 
with conditions in agriculture in general 
and just now with wheat production in 
particular cannot fail to sympathize with 
the hard-working men who in desperation 
are turning to governmental assistance in 
the matter of prices. In justice to them 
it should be pointed out that practically 
none of them favor governmental price 
manipulation as a permanent policy. Their 
position is that, as it was artificial meas- 
ures during the war that are largely re- 
sponsible for the present over-production 
of wheat, artificial corrective measures are 
in order. 

They want the government to act as.a 


shock absorber while they step down fron 
excessive to normal production. They fee! 
that with the co-operation of the govern- 
ment the process can be accomplished 
without public loss or injury within tw. 
or three years and with the effect of res 
cuing a large part of the agricultural pro- 
ducers from ruin. Otherwise, they argue 
it will take ten or fifteen years,. marked by 
acute distress and commercial stagnatior 
before things will right themselve: 
Hence, they infer a public interest the 
justifies an extraordinary extension « 
governmental functions. 
. If one could be assured that the govern 
ment can do what the wheat farmers dc 
mand as easily as they think it can, ther» 
might be little ground for oppositio: 
But price-fixing is a hard thing to let ¢ 
of, as history shows. To fix prices in on 
field unfixes them in others, and once a 
legislative body embarks on the program 
it finds that one act breeds and seems to 
necessitate others. My study of govern- 
mental meddling with prices, 
which has been fatuously g: 
ing on since 4,000 years B. C 
convinces me that it never 
gives the anticipated results 
and usually results in som 
quite unexpected reaction 
In the present case, I am cor 
vinced that the outcome {f: 
the farmers would | 
worse than the pres 
ent situation. 


No Leeway Left 


“One reason fo 
the present low-pur- 
chasing power of the 
farmer’s dollar 
that pretty much all 

is controlled by power 
which are able t 
fix their prices in some sort of rea 
sonable or even unreasonable _relatio1 
to the cost of production, whereas he 
for lack of similar organization, has t 
take what the other fellows are willing t: 
give him. Now, if the government step 
in and fixes the farmer’s price on his prod 
ucts he will have no leeway at all, but wil 
be rigidly held between arbitrary prices for 
what he sells as well as for what he buys 
The moment he is guaranteed more fo 
his wheat he will have to pay more for 
what he buys. The men who sell to him 
will be free agents, but he will no longer 
have any power over his prices. The next 
step would be to fix the prices of what 
the farmer buys with his fixed-price prod- 
ucts—and then our whole system of private 
control of business would blow up with 
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that he buys 
ful organizations 
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all the deplorable consequences that would 
inevitably follow. 

“You may say that the farmer is not a 
free agent now, when others are in a posi- 
tion to make prices for him both coming 
and going. That is true, but recent legis- 
lation places the power of self-emancipa- 
tion in the farmer’s hands. He is now 
free to meet organization with organiza- 
tion and achieve his economic due by 
virtue of his own power, without becoming 
a supine and volitionless ward of the 
vovernment. It would be more accurate 
to say that he will be in the position of a 
potentially free agent as soon as the new 
rural credits system is in full running 
ywrder and a system of crop insurance per- 
mits full realization of its advantages. 
But even now, with a little brotherly co- 
operation from the interests that depend 
so much upon his prosperity for their 
prosperity, he can meet the present situa- 
tion and conquer it. 

“By availing himself generally of his 
ganization and co-operative rights the 
farmer is now in an economic power posi- 
tion that he has not known before. The 
farmers are now or soon will be in a posi- 
tion to market their non-perishable crops 
in an orderly manner throughout the year, 
instead of dumping them on the market 
ut or soon after harvest. Through their 
-0-operatives they will authorize a monthly 
distribution of products throughout the 
consumptive year. 

“The records show that in the past, two- 
thirds of our entire production was thrown 
on the market within one-third of the year 
following harvest, and the remaining one- 
third before the first two-thirds was con- 
sumed; so that not only was the relative 
price level destroyed by the first movement 
but was kept down throughout the con- 
sumptive year. Now, however, when 
harvest time arrives, with the placing of 
crops in warehouses which the present law 
wuthorizes, after proper inspection and 
certification by the Department of Agri- 
ulture, and then securing our credits 
through the warehouse receipts and the 
new intermediate credits system conducted 
yy the Farm Loan Board, we are in a po- 
sition to release our products as and when 
the consumptive demand, rather than the 
speculative market demand, call for them. 
In this way we shall avoid breaking our 
price levels and thus begin with a better 
market at harvest time and carry it on a 
higher plane throughout the year, with 
great benefit to the producer and without 
harm to the consumer. 

“Whenever there are exceptionally large 
crops and more than a normal’) 
carry-over, the latter will be in 
he farmer’s hands and he will 
ve well aware of its -burden, as 
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“The conjunction of circum- 
stances offers our bankers an 
opportunity to serve themselves, 
their clients, the farmers and 
the country at large. 

“Have they the vision... 
or will they let the people 
perish?” 





is not the case when he has parted with 
it early in the season, and his natural re- 
action will be to adjust his acreage so as 
to offset the carry-over at the next crop 
year’s termination. In this way balanced 
production and consumption will be se- 
cured and we will be protected from the 
irregular speculative markets and the un- 
happy train of circumstances that follow 
in the wake when farm products sell at or 
below the cost of production. 

“About all that can be expected from 
government price-fixing, regulating, stabil- 
izing or whatever pretty name you please 
to give, it is that it will save the farmers 
from farther losses—assuming that it can 
do anything. You will notice that the 
authors of some of the bills recognize that 
the plan must provide at the start for its 
own termination and they contemplate 
prices, which by gradual manipulation will 
discourage the growing of surplus crops. 
Lavish prices can not be expected from a 
program of gradually discouraging pro- 
duction. Moreover, public opinion will 
effectually check any tendency toward 
liberal prices, even if it should tolerate 
price-fixing as a measure of philanthropy. 

“To get out of the hole he is in the 
farmer needs more than bare living 
prices. He needs prices that will give 
him margins not only to meet the re- 
quirements of a decent and increas- 
ingly better standard of living but to 
enable him, without grinding and 
crushing deprivation, to pay off the bil- 
lions of dollars of debts he has accumu- 
lated in the last three hard years. He 
can realize that sort of prices—the prices 
the other fellow aims to get right along, 


and does most of the time—by having 
something effective to say about them him- 
self; not by leaving it all to the govern- 
ment. He must take government help or 
rely on self-help. He can’t have both, for 
they don’t go together in the nature of 
men. The choice is between niggardly 
alms and just prices fully earned and 
freely held through collective organization 
in a world of organization. 

“The conjunction of circumstances 
offers our bankers and other custodians of 
investment funds an opportunity to serve 
themselves, their clients, the farmers and 
the country at large. If with their help, 
pending the full functioning of the new 
credit system and the necessary further 
complementary organization of the farm- 
ers, the wheat producers can be so 
financed that they can carry the surplus 
themselves and dispose of it in an orderly 
manner during the next two years, they 
can afford to cut down their wheat acreage 
next year and rest and restore the unused 
acres. They will get much better prices 
for their present crops and still better 
prices for the following crops. 

“Here is an opportunity for our bankers 
to demonstrate the solidity of their in- 
creasing volume of talk about their public 
duties and responsibilities, and definitely 
lift themselves in public esteem. 

“Let them get behind the new inter- 
mediate credits system with a determined 
will, instead of procrastinating until it is 
forced upon them by further organization 
of the farmers, and they can save the 
wheat farmer from impending ruin and 
the nation in general from what that means 
for it. They may accomplish even more 
than that, for I want to tell them that 
price-fixing ‘waits without’ for wheat— 
and also for other agricultural products— 
and that once that sort of governmental 
meddling and muddling starts there is no 
telling where it will stop. Some of the 
many bills before Congress propose to tap 
the national treasury for as much as 
$1,000,000,000 for the purpose of valoriz- 
ing wheat and other commodities, and if 
successful will be only the fore-runners 
of like bills that will run into the billions 
for many varieties and conditions of gov- 
ernmental control and ownership mad- 
nesses. When the government gets to 
financing all sorts of cats and dogs there 
may be other activities that will be more 
profitable than banking. Without the 
chance of a loss of a cent and with sub- 
stantial remuneration for their services 
our bankers can now save the day for the 
farmers and the farm regeneration move- 
ment—and, perhaps incidentally, them- 
selves. Have they the vision of leaders or 
will they, in the Biblical phrase, let the 
people perish? 








What's the Matter With the Market? 


A Review of Underlying Conditions 


Affecting 


HE distressing events in the stock 

market ,during the past few weeks 

which have been reflected in a par- 
ing down of stock values, in some in- 
stances over 50%, have naturally found 
equal reflection in the growing discourage- 
ment and pessimism of the investing 
classes. 

To what extent, the downward action 
of the stock market has been due to 
changing business conditions and to what 
extent the decline has come about through 
unsettlement caused by the recent broker- 
age failures, is difficult to state in terms 
of exact measurement. There can be no 
question, however, that the combination 
of the two factors have reinforced the 
declining tendency of stock prices. 

Nevertheless, to the analytical mind it 
could have been desired that the broker- 
age failures came at another time than 
when they did for all they did was simply 
to obscure the real, underlying reasons 
for the broad downward movement. The 
fact seems to be that prices would have 
settled on lower levels, even without 
the stimulus given by the brokerage 
failures. 

Since October last, we have been in a 
bear market. The market averages at 
their highest point which culminated in 
that month stood at about 93. They were 
never reached since though in March, the 
averages came within a fraction of dupli- 
cating their old peak. Since March, the 
trend has been decisively downward though 
there have been several good-sized tech- 
nical rallies during this period. The aver- 
ages (June 28) are about 79. The at- 
tached graph will give a good idea as to 
the trend of stock prices. No one will 
assume, from looking at this graph, that 
we are in a bull market, or have been for 
a good many months. 

Underlying this change in market con- 
ditions, has been a change of some dimen- 


the Securities 


By E. D. KING 


sions in business conditions. Production 
in many lines has slowed up, the building 
boom seems to have received a partial 
quietus, the action of the prices of farm 
products is distressing, buyers are rather 
loath to make commitments on an exten- 
sive scale and prices have stumbled. 

The picture has thus changed from that 
of the earlier part of the year when pro- 
duction was steadily increasing to the tune 
of rising prices and a boom of incredible 
proportions seemed to be in the making. 

Now we have a situation where it is 
quite apparent that the utmost we can ex- 
pect is continuation of a fair amount of 
business activity, marked by decisive 
slumps in some industries and perhaps 
maintenance of comparatively satisfactory 
conditions in others. In other words, 
business conditions will assume more and 
more of an irregular aspect. Under these 
circumstances, some branches of the stock 
market may be expected to give a better 
performance than others. For example, 
the. public utilities which are now under 
the influence of favorable conditions, in- 
asmuch as prices are no longer rising, 
should at least be stabilized. The rail- 
roads, too, though they may lose some- 
what in merchandise shipments, should 
witness a more profitable year than for a 
considerable period. Such more or less 
isolated industries as paper, moving pic- 
tures and chain stores will most likely be 
unaffected by the prospective change in 
general business conditions. 

On the other hand, key industries such 
as steel, copper, coal, shipping, agriculture, 
automobile and building do not appear in 
a promising position and securities repre- 
senting these industries cannot be expected 
to do any better in the stock market than 
they are now doing, until there are pros- 
pects for a considerable change for the 
better. 

The stock market, in other words, is 


Markets 


discounting a change of more or less im- 
portance in the business situation. This 
change does not promise to be halted in 
the very near future and until there are 
signs of a turn in the opposite direction, 
the securities markets will undoubtedly 
continue to reflect the results of this 
underlying pressure. 

Undoubtedly a great many stocks are 
approaching a position where they can be 
considered attractive for long-range in- 
vestment, but in a broadly declining mar- 
ket values are many times disregarded 
and the investor who picks up a stock at 
what he considers bargain levels may be 
disconcerted by having his stock decline 
for another ten or fifteen points. It is for 
this reason that THE MaGAzINE oF WALL 
Street has continued, during the past few 
months, to advocate a policy of refraining 
from speculative commitments on the part 
of its readers. If this policy has been 
followed, it obviously has placed our 
readers in a good position to take advan- 
tage of real opportunities when they 
materialize. 

The question as to what’s the matter 
with the market, therefore, can be an- 
swered by pointing to the change in under- 
lying business conditions. Furthermore, 
a typical bear market, such as the one now 
current, always results in scaring off stock 
buyers with the result of reducing the 
supporting elements of the market. In 
such a case, stocks frequently sell far be- 
low their intrinsic values, as measured by 
assets and earning power. Such agitation 
gives the professional element an oppor- 
tunity to work almost at will in the stock 
market. Under such conditions, a more 
or less artificial state can exist for long 
periods. That is the kind of a market we 
have been having for the past few months. 
For a change for the better we have to 
wait for signs of a genuine improvement 
in business conditions. 
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Your 
Broker 


By W. SHERIDAN KANE 


HE fundamental of all business is 

confidence—faith in the stability as 

well as in the integrity of those 
vith whom we traffic or whom we engage 
iS Our representatives. That is why the 
ecent suspensions of such firms as 
Knauth, Nachod & Kuhne, and Zimmer- 
ian & Forshay created a condition of the 
uublic mind that for a time seriously men- 
iced confidence in the financial structure. 

Not merely was it the man on the out- 
kirts of or even remote from the finan- 
ial district who began to doubt; but men 
ictually in the inner circles, catching each 
‘thers eyes, read the startling query: 
Who next ?—what next?” 

For three quarters of the century 
‘K. N. & K.” was a name to conjure with 
n the world of finance; for a half cen- 
tury “Z. & F.” ranked almost with “K. N. 
& K.” in the public estimation. 

No wonder men ordinarily of calm rea- 
soning joined the mob of 


(1) WHY, if he conducts a legitimate business, 
he is entitled to your confidence and respect 


* 


appearance of assets of failed bucket 
shops and of Consolidated Stock Ex- 
change firms, whose president also was 
engaged in an effort to explain his appar- 
ent connection with the Fuller firm. 

The questions uppermost in the 
minds of many investors today is: Is 
my broker keeping a bucket shop? 
How am I to be sure my broker is do- 
ing a legitimate business? 

These questions are indicative of the 
fact that confidence in many quarters is 
lacking between client and broker—a con- 
dition that should never exist and which 
must be removed if normal conditions are 
to be restored and the security markets 
resume their proper functioning, not 
merely as a place in which securities may 
be bought and sold but as a guide and 
barometer of the future, trend of industry. 

As a matter of fact, there is no reason 
for lack of confidence either in the funda- 


* 


(2) HOW you can determine whether or 
not he IS conducting a legitimate business. 


new methods of illicit brokerage. In the 
several years that had elapsed since the 
previous cycle of bucket-shop crashes, 
laws of all kinds had been passed and reg- 
ulations of all sorts devised by the Ex- 
changes and others for the purpose of 
preventing a recurrence of criminal buck- 
eting. 

But “where there’s a will there’s a way,” 
and the highwaymen of the financial world 
were not long in working out methods 
for circumventing the authorities both le- 
gal and Exchange. 

The exposure of the 1921 situation en- 
abled hundreds of thousands of security 
investors all over the coun- 
try to determine if they were dealing 
through illegitimate brokerage houses. 
Bucket shops in every principal city in 
the United States closed their doors. The 
total number who failed can only be ap- 
proximated, for many of them were mere- 

ly small local houses with no 


traders and 





narrow thinkers in throwing 
iway the securities they had 
been carrying! No wonder 
that for several days the 
lominant figures in the bank- 
ing world hesitated whether 
to lend support to the situa- 
tion! Had loans been ex- 
tensively called by the prin- 
cipal banks, the demoraliza- 
tion in the stock market 
might conceivably have re- 
sulted in chaos, and a blow 
struck at the business body 
rom which it might not have 
recovered in several years. 


“As a matter of fact, there is no reason for lack 
of confidence in the fundamental soundness of 
American business or in the stability of the finan- 
cial structure. 


“The failures of Knauth, Nachod && Kuhne 
and Zimmerman &F Forshay were unfortunate 
occurrences, magnified ten thousand times in the 
public perception because of the series of disturb- 
ing events dating back some eighteen months.” 


exchange connections of any 
kind, but it is safe to say 
that the number 
ties” was somewhere between 
three hundred and five hun- 
dred. A few brokerage con- 
cerns that had been rated A-1 
went down with the others. 
Not all of these few 
bucket shops. In the 
mercial world there are 
quent failures and occasion- 
ally a legitimate brokerage 
house runs on the rocks as a 
result of poor navigating or 
inaccurate charts. 

Broadly speaking, there 


of “casual- 


were 
com- 
fre- 





One has only to look back 
and see how in other times 
incidents of less import than this through 
which we are passing have prostrated the 
industrial structure. 

To make matters worse, or rather what 
helped to make matters appear as bad as 
they did, the failures of these two houses 
were preceded by the failures of a num- 
ber of brokerage houses which were not 
members of the New York Stock Ex- 
change, which had no particular standing 
in financial circles, but which were fairly 
well known to the general public because 
of their extensive and intensive advertis- 
ing—and which were sensationally pre- 
sented to their readers by a public press 
seeking to gain from additional circula- 
tion what it stood to lose from the loss 
of advertising. 


The Fuller Scandal 


At the same time that E. M. Fuller and 
his partner, McGee, were pleading guilty 
in court to the charge of conducting a 
bucket shop, other -bucketeers were being 
brought to trial, and the newspapers daily 
contained columns of testimony before 
referees in bankruptcy regarding the dis- 
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mental soundness of American business or 
in the stability of the financial structure. 

The failures of Knauth, Nachod & Kuhne 
and Zimmerman & Forshay were unfor- 
tunate occurrences, magnified ten thou- 
sand times in the public perception be- 
cause of the series of disturbing events 
dating back some eighteen months. 

Let us see why the statement is true 
that there is no real reason for with- 
drawing or withholding confidence from 
your broker, and let us examine also into 
the ease with which your broker may be 
checked up not merely through the ordi- 
nary mercantile reporting agencies, but by 
observing the record he has made for you 
in the past—the manner in which he has 
executed your orders, the methods he has 
used in encouraging or discouraging com- 
mitments by you; in short, his business 
methods. 


Past Reform Efforts 


Two years ago I began an inquiry into 
the extent of the bucket-shop evil, and in 
November, 1921, in THe MAGAZINE oF 
Watt StrEET, commenced to expose the 


is no reason for a legiti- 
mate broker to fail, at least to the 
hurt of his clients. Briefly, in buy- 
ing stocks for investors the broker re- 
ceives the full amount of the stocks plus 
the amount of his commissions and taxes. 
In marginal transactions, he receives a 
portion of the purchase price from his 
customer and uses his own capital to com- 
plete the purchase, regaining his own capi- 
tal by hypothecating the securities with 
a bank. Therefore a legitimate broker 
theoretically is in this position at all 
times. He has his own capital free; the 
stocks he is carrying on margin are in 
banks as securities for loans to the amount 
of the difference between the marginal 
deposit and the cost of the securities. He 
receives commissions from his customers 
and out of these he defrays the expenses 
of his business and has his own profits. 
Should the securities decline in market- 
able value, the banks will call on the 
broker to reduce the amount of the loan 
and the broker in turn will call on his 
clients to increase their marginal deposits. 
Otherwise, the broker will simply sell out 
the securities, pay off the bank and re- 
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it should not be difficult to 





turn to his clients or place to 
his clients’ credit whatever 
may be left of their original 
margins. 

If business is poor and ex- 
penses exceed income from 
commissions and such profit 
as the broker may legiti- 
mately obtain by charging his 
clients a higher rate of in- 
terest than he himself paid on 
his loan, the broker finds 
himself forced to cut into his 
own capital. It is not es- 
sential that the. broker keep 
his capital always in cash and 
that is why poor business 
judgment will sometimes 
force an honest broker into 
bankruptcy. He may place 
his capital into securities he 
regards as gilt-edged only to 
find them depreciating in 
value, forcing him to take a 
loss when necessity requires 
that he convert them into 
cash; or he may have his 


If your broker is perfectly willing to carry 
stocks for you at a very small margin, or even 
importunes you to load up your account, you are 
pretty safe in saying: This is a bucket shop. 





Persistent delay in obtaining reports as to the 
prices at which orders have been executed is an- 
other cause for suspicion. 





No legitimate broker accepts discretionary 
accounts. 





Above all, write the word “bucket shop” after 
the name of any strange broker who calls you on 
the telephone and, by pretending acquaintance, 
endeavors to wheedle you into opening an account 
with him. 


find out in practically no time 
if a broker is conducting his 
business legally and _legiti- 
mately. One book will show 
just exactly the total number 
of shares of each stock he is 
presumed to be carrying for 
his customers. Another book 
will reveal how much cash he 
should have on hand, includ- 
ing his own capital. Other 
books must then show all of 
the shares actually on hand 
and the amount of the broker’s 
capital actually on hand in the 
form of cash or securities. 
If the stocks are not in the 
broker’s box, they must be in 
one of two places: at a bank 
as security for loans—in which 
case the books will have to 
show the disposition of the 
borrowed funds—or has been 
loaned out to other brokers— 
in which case the books will 
show the receipt and disposi- 





tion of cash to the full mar- 





capital funds on deposit with 
a bank which may go to the 
wall; or he may be the victim of an em- 
bezzling employee—there are in fact any 
number of ways in which a_ genuine 
broker, observing all of the laws and 
evading none of the regulations of Ex- 
changes, may come to grief. 

With this phase of brokerage failure 
we are not particularly concerned in this 
article, but it is essential that the reader 
understand that every broker who goes 
to the wall is not to be classed as a 
bucket-shop keeper. 

The trouble is, the crusade against the 
bucket shops was overdone by the daily 
newspapers. Looking always for ways of 
increasing circulation, they jumped at the 
revelations of bucket-shop methods as a 
hungry trout leaps at a fly—sometimes. 
The men assigned by the newspapers to 
cover the situation knew nothing as a rule 
of security operations, were seeking only 
the sensational, and saw no difference be- 
tween New York Stock Exchange firms 
of the highest standing and the thieving 
crook who was a member of no exchange 
and had opened his office with the sole 
purpose of fleecing as many of the un- 
wary as he could induce to place orders 
with him. 

What is a bucket shop? 

How can a client determine if he is 
dealing with a bucket shop and not with 
a scrupulous, honest broker? 

How may one judge a broker in ad- 
vance of entrusting funds to him, and 
thereby avoid falling into the clutches of 
crooks? 


A bucket shop is a gambling house 
equipped with brokerage machinery. In 
the old days you simply walked into a 
bucket shop and made a bet that a stock 
would go up or go down—whichever you 
pleased. If you traded on a two-point 
margin, which was not unusual, you were 
wiped out when the ticker showed that 
the stock had declined two points. If it 
went up two points you doubled your 
money. The bucket-shop keeper paid with- 
out question. He ran a gambling house 
and made little pretence of actually ex- 
ecuting orders. 

The term bucket shop was applied ac- 
cording to the accepted history of the term 
because the bucket-shop keeper was popu- 
larly supposed to keep a bucket under the 
counter into which all the orders were 
dropped—bucketed, in other words. 


Elaborating Their Methods 


As a result of the passage of laws 
against bucketing, and because of the 
strict. regulations adopted by the Stock 
Exchanges, the bucket-shop keepers stead- 
ily elaborated their methods until today 
it is popularly believed that, in order to 
determine if a broker is a bucketeer, it 
requires the expert services of certified 
public accountants and a half dozen law- 
yers for a period of anywhere from six 
months to two years—and even after that 
only suspicious circumstances can be 
pointed to. 

If you will recall the description I gave 
of what a broker does you will see that 


ket value of these securities. 

That’s all there is to that. Any Com- 
mittee of Business Conduct can check up 
in jig time on any broker whom it may 
investigate. ; 

Any public prosecutor or other official 
can do the same thing. 

One of the Curb firms which recently 
went under always expressed a great will- 
ingness to open its books at any time to 
any investigating agency. But when an 
investigator for the Michigan Securities 
Commission asked to see three books, 
which would cover the points I have just 
discussed, he was curtly refused and prac- 
tically told that only a court order would 
get him what he wanted. Five minutes 
before that the suave head of this con- 
cern was almost vehement in saying that 
the investigator had only to mention what 
he wanted and it would be shown to him 
The broker had had much experience with 
official investigators, newspaper probers 
and others, and jumped to the conclusion 
that this particular investigator was as 
ignorant as the rest of them. 

The investigator went back to Michigan, 
and, while I have not looked into this par 
ticular failure very closely, I do not be- 
lieve I am far wrong in asserting that this 
instance was a very important factor lead- 
ing up to the failure. 

But how is the layman to know if he 
is dealing with a bucket shop? 

Having no official standing, the cus- 
tomer cannot demand he be permitted to 

(Please turn to page 461) 








“Without the use of the telegraph, the telephone and mail facilities, the bucket shops would 
not have flourished these past few years; the crooked stock swindler would never have distributed 
his fake stocks to every town and hamlet in the United States; the security market today would 
be in far healthier condition; business would have better support; hundreds of millions of dollars 


that have been dissipated in riotous living or used to set bootleggers up in business . 


still be in the possession of the original owners.” 


. would 
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Our Own Inquiring Reporter Finds Out 


How to Settle the Reparations 


E had been hearing so much about 

the necessity of: solving the Euro- 

pean problem, the reparations 
problem, the inter-allied debt problem, and 
the like, that one day we decided we could 
not longer put off our duty to the public. 
It was up to us, evidently, to get those 
embarrassing problems out of the way. 

So one bright morning we stood at the 
corner of Broad and Wall Street, trying 
to look as if we belonged there, and but- 
tonholed all the likely-looking passersby 
with the intention of getting a consensus 
of their opinions on the reparations prob- 
lem, that being by all the accounts the 
one that needed fixing worst. 

By noon we had talked with 1,237 pas- 
sersby—office boys, Stock Exchange mem- 
bers, stenographers, executives, store- 
keepers, escaped convicts, bird fanciers, 
leather-goods manufacturers, tea tasters, 
journalists, dock laborers, and other ex- 
perts. That made a total of 1,237 plans; 
and all we really needed was one! 

We reproduce without comment some 
of the more striking of the suggestions 
offered us, modestly adding that they seem 
to be as good sense as most of the ideas 
that have come up so far. 


Exhibit A 
Mr. SAuL WRIGHT 
U. S. Senator, Washington, D. C. 

“There’s only one way to settle the 
reparations problem. Tax ’em. Tax ’em 
till it hurts. Then tax ’em some more. 
Put a legislative corps on the job figur- 
ing out new taxes. Here are some sug- 
gestions that might prove useful: 

1. A mileage tax on sauerkraut. 

2. Licenses for hot dogs, to be attached 

to their collars. 
3. A mileage tax on all words exceed- 
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ing fifteen syllables in length, cal- 
culated from the meridian of Berlin. 

. A punitive tax on all smart inven- 
tions such as automatic teeth-pullers, 
self-acting buckets for pulling cats 
out of wells, alarm clocks with toe- 
tickling attachments, and so on. 

. A tax on all titles such as Gymna- 
sialprasidenthofs anitatsoberregier- 
ung sverwaltungsallgemeinkiinstliche- 
margarinefabriksinspektor, occupy- 
ing more than ten lines of six-point 
type. 

“Other suggestions along the same lines 
can easily be worked out when these are 
exhausted.” 

. * * 

A prosperous-looking individual with 
the traditional gardenia in his buttonhole, 
gold-headed cane, and almost if not quite 
wearing a top hat, supplied: 


Exhibit B 
Joun H. Turner 
Twister & Turner, Bankers, N. Y. C. 


“There is only one way to solve the 
reparations problem. Let the German 
Government issue a new funding loan, to 
fund all its internal debt, the internal 
debts of its municipalities and states, and 
its reparations debt. Then let it issue 
new paper marks against this debt, at the 
same time selling short in the principal 
foreign markets in foreign currencies 
against the new mark issues. The more 
new paper is issued the further the mark 
will fall, and the further it falls, the more 
profit the German Government will de- 
rive. The profits, being expressed in for- 
eign currencies, will not themselves fall 
in value as the mark falls, and will be 
ear-marked for delivery to the Repara- 
tions Commission for payment on repara- 
tions account. In this way the entire 
reparations account will be cleared off in 
a few years.” 

* * + 

A solemn-looking individual in a derby, 
carrying a portfolio from which pro- 
truded a few ends of chart paper, was 
next approached. He asked to be excused 
from any lengthy statement, as he was 
in a hurry, being on his way to the meet- 
ing of the Business Stabilization Commit- 
tee of the Staten Island Ping Pong Club; 
but he nevertheless consented to furnish: 


Exhibit C 
Hoipen STEADY 
Tompkinsville, S. I. 

“There is only one way to solve the 
reparations problem. Germany must 
stabilize its business, and once the wild 
fluctuations of its currency are abolished, 
it will be able to pay the reparations bill. 
It must stabilize the currency, and to do 
this it must stabilize its budget. It is 
also true that it cannot stabilize its budget 
without first stabilizing is currency, but 


the two truths, being equal and opposit 
neutralize each other. 

“There are several other things that 
need stabilizing in Germany. It must 
stabilize its foreign trade, which has been 
running against it, and it must stabili 
its political situation, which has be: 
showing considerable uncertainty, and 
must, of course, stabilize its—well, i 
psychology, you know, of course, yes, |! 
all means, its psychology. Excuse me, | 
must be off, I notice my watch hi 
stopped.” 

* * * 

After the stable one had departed, 
short, fat-necked, red-faced gentleman w 
the next to be questioned. In explosiy 
chunks of language and with quick jerk 
gestures he added: 

Exhibit D 
Jerry McANpbREws 
Truck-Driver in His Own Right, N. Y. | 

“There’s only one way to solve the rep 
rations problem. Embargo them, by God! 
Send an army into their country, billet 
soldiers on every family, blockade them, 
take the German books out of the high 
schools, make every Schmidt change his 
name to Smith, refuse to buy goods ‘ma: 
in Germany,’ don’t eat hot dogs, abolis! 
the German measles. If that doesn’t brit 
more coal out of the ground, double tl 
blockade !” 

* * * 

In transmitting these solutions of tl 
most pressing problem of the day to th 
court of public opinion, we feel we hav 
discharged our duty as a _public-spirited 
citizen. We sincerely hope the variov 
bank presidents, heads of real-estate asso- 
ciations, silk neckwear manufacturers 
and others who have been expressing 
themselves on the subject for the last 
four years will not feei offended at ou 
stepping in at the last moment to settle 
the question for them. 
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When Uncle Sam Enters the 
Forecasting Business 


Or, Stinging the Tax-Payer With His Own Money 


casting of economic, trade, and com- 

mercial conditions is an old issue 
hat has existed for a long time past, and 
ias lately been given special prominence 
yy reason of the fact that there was ap- 
arently a fresh epidemic of this kind 
1§ work in Washington. Probably the de- 
ire to forecast the future is about as old 
s the human race, and in every genera- 
ion has given rise to a good deal of 
raud, the rank and file of the people 
ing always willing to believe that some- 
ne has developed an infallible system for 
iscertaining exactly what is going to oc- 
-ur. Such a system has been claimed by 
some of the business cycle theorists who 
ire now exploiting in new language ideas 
and theories that have for a long time 
been afloat in other forms. 


T's question of Government fore- 


Agricultural Prediction 


By H. PARKER WILLIS 


Of late years, there has also been a 
tendency to broaden the field of Govern- 
ment prediction, by taking it into indus- 
trial, commercial, and especially financial 
domains. Considerable effort has been 
made to forecast discount rates; financial 
officers of the Government predicting 
“tight” or “easy” money, as the case 
might be, and basing their assertions upon 
the “indications” received from banking 
sources. 

Commercial predictions have also been 
numerous, forecasts being made of the 
changes in our balance of trade, of ex- 
ports of gold and the like. Some Gov- 
ernmental statistical publications have 
even ventured to predict the amount of 
consumption of given commodities that 
was to be expected. It has even been 
stated that “normal consumption” could 
be forecast from figures obtained through 


during the past few years, has also been 
adopted in a considerable number of quar- 
ters on the part of the Government or of 
Government officers; and, although severe 
criticism of the theory in this extreme 
form, has from time to time been offered, 
it has never had the effect of driving the 
Government out the but on 
the contrary the temptation to predict the 
future has been strong that, if any- 
thing, there has been a steady progress 

in the direction of such prediction 
The outcome has, of course, been that 
those who issued such wanted 
to justify them if possible, and became 
inclined to interpret all further data re- 
ceived by themselves in a way designed to 
afford support for their own views so far 
as possible. Taken all in all, therefore, 
the effect of the business cycle forecast 
idea upon Government statistics has been 
a very extensive and a rather 


of business, 


sO 


forecasts 





disconcerting one, leading in 





For some reason, agriculture 
has always been the. field in 
which forecasts or predictions 
found the readiest hold. This 
was partly due to the seasonal 
haracter of agriculture, and 
to the fact that, with the re- 
curring periods of productivi- 
ty, it might well be expected 
that other factors, such as 
acreage, weather, etc. would 
enable a parallelism to be 
drawn between present and 
past conditions. So there have 
ilways been agricultural fore- 
casts, often without founda- 
tion, 5 

A good many years ago, the 
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the majority of cases, to blun- 
ders, to disaster, according to 
the of the 
involved. 


Limits of Work 


There is a very distinct limit 
to the work that can advan- 
tageously be done by the Gov- 
ernment (or indeed by any 
other agency) in forecasting 
trade and other movements of 
business. The Government is 
able to collect certain data in 
a more extensive and more 
authoritative way than indi- 
viduals could hope to do This 
is partly because of the great 


seriousness issue 











way _ 


Government became converted 





expense of such work, which 





to the idea that it could pre- 

dict yields of wheat, cotton, and other 
staples, by ascertaining the acreage plant- 
ed, and thereafter reporting monthly the 
changes in condition. The result has been 
i continuous series of estimates of out- 
put; which, as time has gone by, have 
tended to become more and more un- 
reliable, partly because the data for them 
were derived from the farmer himself, 
ilthough he is always primarily interested 
in keeping the prospective output small, 
and partly because political considerations 
incline toward under-estimates. 

These agricultural predictions have been 
greatly increased within recent years, and 
during the past season an extreme limit 
was reached with the effort to ascertain 
what acreage the farmer “intended” to 
plant. The data thus obtained furnished 
the basis for an additional Government 
report of “intended acreage,” although for 
what purpose such a report can be used 
is still to be determined. 
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a comparison of consumption during past 
years, particularly in proportion to popu- 
lation. From such figures, occasionally, 
price forecasts have been made; and, 
while the Government authorities who 
have embarked upon these hazardous lines 
of work, have frequently found the sit- 
uation so dangerous as to feel compelled 
to withdraw, there is and has been steadi- 
ly in existence a sufficient body of data 
of a “forecast” variety to show that the 
Government is systematically and definite- 
ly in the business of predicting conditions. 

In encouraging this particular brand of 
work, the so-called business cycle theory 
has undoubtedly had a very important 
part. According to advocates of the bus- 
iness cycle idea it is practically feasible 
to foresee what is likely to happen and 
to name an approximate date when the 
changes contemplated will occur. This 
theory of business cycles, which has 
spread widely throughout the community 


the Government is, of course, 
far more nearly, able to carry than any 
individual, It is partly due to the fact 
that various inquiries can be thoroughly 
and satisfactorily made by the Govern- 
ment which cannot be so made by any 
other agency. Altogether, therefore, the 
Government does well to extend the scope 
of its service in collecting facts, arrang- 
ing and distributing them, and thereby 
furnishing to individuals a much larger 
and more trustworthy volume of infor- 
mation then they could possibly get for 
themselves unless they had the very larg- 
est resources which they could devote to 
such work. 

Government effort of this kind places 
the man of limited resources much more 
1early on a par with the wealthy man 
in so far as information is concerned, and 
thus tends to eliminate artificial advan- 
tages in doing business. The harm 
comes when the Government which, of 

(Please turn to page 486) 
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Foreign Trade and Securities 


What's Wrong with the Austrian Loan? 


A Financial Solution of An Industrial Problem—Can Austria 
Recover While Customs Barriers Restrict Central European Trade? 


HE 25 million-dollar Austrian loan 

has gone over “big.” A syndicate of 

forty-two banks, under the leader- 
ship of an organization bearing the great- 
est name in American international bank- 
ing, oversubscribed the issue four times 
over in the fifteen minutes that the sub- 
scription books were open. Newspapers 
printed vivid pictures of wires overheated 
with orders from the Middle West and 
the Pacific Coast, of bankers standing 
knee-deep in order telegrams, of investors 
outbidding each other in the open market 
to get a chance at the bonds, so that the 
price went up a full point on the day of 
issue. We were told that by this magnifi- 
cent gesture America had shown its will 
to help Europe, that now the road to finan- 
cial recuperation had been made open and 
that now Europe was saved. 


A Calm View 


By this time the first heat of enthusiasm 
is over, and it is suitable to cast a calm 
appraising glance over the entire question 
of the loan and its probable effects. We 
shall not neglect the standpoint of the 
ordinary investor, desirous of seeing Eu- 
rope out of its present financial slough of 
despond, but more particularly interested 
in the every-day common-sense question 
of how to invest his money so as to get 
a comparatively high rate of return with 
a comparatively high degree of safety. 

The essential facts with regard to the 
loan are well known, but for the sake of 
convenience will be summarized here. The 
25 million-dollar issue is part of a loan 
amounting to 650 million gold Austrian 
crowns or roughly 130 million American 
dollars, to be floated in various separate 
portions in about a dozen countries. The 
security back of the loan is, first, the in- 
come from customs receipts and the to- 
bacco monopoly, second, the guarantee of 
eight European powers, three of which, 
Great Britain, France, and Czecho-Slo- 
vakia, guarantee each 2414% of the loan, 
as to principal and 


By MERRILL T. JAMESON 





Tf you were ever interested in Euro- 

pean securities, you will be held by 
this striking analysis of the Austrian 
loan, not only because it gives a good 
picture of the Austrian loan as such, 
but because it shows why there is so 
much doubt concerning foreign issues 
in general. It is particularly interest- 
ing to observe the similarity of the 
viewpoint of Mr. Jameson and that of 
THe MacGazine oF WALL STREET, 
which for three years to the.profit of 
its readers has endeavored to dissuade 
them from investment in new, in- 
secure foreign issues. 








National Bank of Switzerland, which 
has the right to take up interest or prin- 
cipal of these bonds and use them for 
the payment of holders of the Austrian 
issues should Austria be unable to ful- 
fill its obligations. Such a contingency, 
however, is said to be remote in view of 
the fact that receipts from the two speci- 
fied resources of Austrian revenue in the 
first five months of 1923 are given as 
30 million dollars, while the service of 
the debt requires only 13.6 millions. 

It is worth noticing that the various 
announcements with regard to the loan, 
first the participation of J. P. Morgan 
& Co. (May 23), then the announcement 
of the completion of premilinary arrange- 
ments, then of the formation of a syndi- 
cate to handle the loan, and finally its 
complete oversubscription, do not seem to 
have aroused as much enthusiasm in Eu- 
rope as they did here. If one judges the 
reception of the news by the business com- 
munity, as expressed in the foreign ex- 
change quotations of the financial pages 
of the newspapers rather than in the news 
or editorial columns, one obtains the fol- 
lowing interesting comparison: 


It may be that Europe has reached such 
a stage that it does not recognize salva- 
tion when it sees it. Or again, being some- 
what closer to the actual scene of action, 
it may have more observation than faith 


The Trouble with Austria 


There are some things to be said for 
the European point of view. In the last 
analysis, what has been the trouble with 
Austria? The answer is simple. Every- 
body who has been to Central Europe and 
has recorded his opinions on Austria has 
been in substantial agreement on one 
point: the trouble with Austria is that it 
contains a huge capital city, Vienna, of 
over two million population, built to b 
the administrative and economic center oi 
a great economic unit, the old Austrian 
Empire. Now this unity has been broke: 
up by the formation of a number of new 
states, Hungary, Czecho-Slovakia, Jugo 
Slavia, Poland, and the distribution of 
former Austrian teritory to older states 
such as Roumania and Italy. This unity 
has not been reestablished by the forma 
tion of a customs union, without interna! 
tariff barriers, but with customs walls o1 
the outside only. On the contrary, eacl 
of the new states, and Austria itself nec 
essarily in self-defence, have put wu 
higher and stronger customs walls thar 
ever before, have shut off and diverted 
the great stream of trade that used t 
flow through Vienna, and have sent it 
through Warsaw, Prague, Agram, am 
Budapest instead. As a result, Vienna 
has no visible means of subsistence, and 
the rest of the country being little bu’ 
mountainous grazing land with a few 
luxury industries, the population has been 
condemned to starve. The Austrian gov- 
ernment has tried to escape from its di- 
lemma through printing paper crowns, 
until last September it was relieved from 
the necessity of so doing by obtaining 
various foreign loans in small denomina- 
tions, all of which of course did nothing 
to relieve the real 
roots of the diffi- 





interest, while Italy 








guarantees 201%4%, 
and while Belgium 
and Sweden each 
guarantee 2%, and 
Holland and Den- 
mark each 1%, 
through the deposit 
of dollar bonds of 
the guaranteeing 





EXCHANGE QUOTATIONS 


May 23 June 11 
(Announcement of (Announcement of 
organ Austrian Loan 
Participation) 


Oversubscription) 


.63 
6.66 cents 
18.59 cents 
53,833 per dollar 


culty. 

This much is the 
general consensus of 
opinion regarding 
Austria. This being 
the case, it is evi- 
dently a fair ques- 
tion just how the 
new big loan will 


June 30 
(Most 
Recent 
Quotations) 


17.68 cents 
166,000 to the dollar 











nations with the 





do any more than 
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e previous small ones to relieve the sit- 
uation by getting at its roots. Will it 
-ourage new industries in Austria? Will 
break down the economic barriers 
ong the various parts of the old eco- 
mic unity? Will it provide means for 
withdrawal of the relatively huge pop- 
itiorl of Vienna (a capital of two mil- 
ns in a country of seven millions) and 
d productive employment for the hun- 
ds of thousands of ex-bank-clerks 
1ose banks have gone under, of ex- 
vernment officials whose duties are now 
ng performed by the officials of neigh- 
ring states, of ex-employees of trading 
ms who are now cut off from their old 
irkets by the new regime of Central 
iropean customs barriers? 


What Austria Will Receive 


The new loan is expected to do none 
these things. All in all, the Austrian 
vernment is ex- 


recovery of Austria, the existence of in- 
ternal customs barriers within the old 
Danubian Confederation, is not only re- 
moved but actually confirmed for the next 
twenty years at least, the life of the new 
bonds. 


Will “Crown” Be Stabilized? 


As for the investment merits of the 
issue, it is hard to decide at this date, in 
view of the economic confusion that reigns 
in Austria. The last five months, accord- 
ing to the bond prospectus, have shown 
sufficient revenue from the two specified 
sources to more than cover the service of 
the debt, but it must be remembered that 
this depends solely on the fact that the 
Austrian crown has been stabilized, arti- 
ficially, since last September. The pres- 
ent loan, it is estimated, will enable it to 
stabilize the currency for another eighteen 
months, and if the currency is stable the 
revenues behind the loan are safe. 


ment has been found for them is not 
stated,) and the government is about to 
“effect a thoroughgoing reorganization of 
our railways and to reconstruct our traffic 
on a purely commercial basis. In this 
way,” he added, "we expect to combat the 
causes of the State deficit.” 

These measures are perfectly estimable 
in their way, and to some extent may 
prove efficient in relieving the fiscal sit- 
uation of Austria. The same criticism 
seems to apply to them, however, as was 
previously made—they do not touch the 
real root of the difficutly, the necessity 
of building up the foreign trade of a na- 
tion which cannot feed itself, and merely 
attach superficial evils. Since they do 
not touch at the real root of the difficulty, 
it is not an exaggeration to say that pos- 
sibly the Austrian Government may not 
be able to stabilize its exchange, or bal- 
ance its budget, when the eighteen months 
are over, and such being the case, it might 
not impossibly go 








cted to receive 175 
illion dollars from 
recent financial 
erations, of which 
10 millions are to 
to repay recent 
uns, and the 75 
illions left are ex- 
pected to be used in 
abilizing the budget 
r the next eighteen 
onths. After that, 
is stated, Austria 
expected to be 
le to balance its 
idget without fur- 
er aid. 
The aid given is 
us to be financial, 
be used in solving 
e financial prob- 
lems of refunding 
ort-term loans and 
lancing the budget. 
ut at no point are 
e really vital ele- 
ents of the prob- 
m attacked —the 


way 





What Happened to Austria 
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into default on the 
new bond issue, espe- 
cially as principal 
and sinking fund are 
payable in dollars. 
The further ex- 
change should fall, 
if the stabilization 
effort breaks down, 
the more  burden- 
some will the dollar 
debt be, and the 
harder to pay, be- 
cause more crowns 
will be required to 
pay a fixed number 
of dollars than the 
stabilized figure. 

view of this 
possibility, the in- 
vestor will be left 
with the guarantees 
of the previously 
mentioned eight Eu- 
ropean powers as his 
sole protection. An- 
alyzing them one by 
one, we find Great 
Britain guaranteeing 








‘proportionate con- 











ntration of the 
pulation in a capital city which has 
list its usefulness; the inability of the 
country to provide foodstuffs for its 
pulation, and hence the necessity of 
1 active foreign trade, as in the case of 
ngland; and the stoppage of this for- 
eign trade through the erection of cus- 
toms barriers by the former customers 
Austria, now independent States with 
onomic interests of their own to guard. 
hese problems are econamic and funda- 
mental, while their solution is merely 
iancial and superficial. 
More than that, as part of the revenue 
on which the bonds are based is the 
stoms receipts, it is fair to assume that 
r the life of the bonds at least, that is, 
until 1943, the present Austrian customs 
trier will not be lowered, but if any- 
ing, rather raised. And as long as Aus- 
ia does not lift the barrier, the sur- 
rounding countries will not do so either 
order not to put their maufacturers at 
disadvantage compared with Austria's. 
Thus one great obstacle to the economic 
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At the end of the eighteen months, how- 
ever, will the crown remain stable, and 
will the revenues be sufficient? The pro- 
spectus says they “should,” but does not 
enter on the question in detail. No men- 
tion is made of specific measures to re- 
store economic, as distinguished from 
financial, equilibrium in Austria, or to 
remedy the essential difficulties of the 
Austrian situation, as described above, 
on which practically all observers are 
agreed. 

Shortly before the flotation of the 
American loan Chancellor Seipel of Aus- 
tria in an interview described the 
taken to deal with the “terrible economic 
chaos” which, he says, “confronted the 
present Government of Austria when it 
came into power,” and he had no motives 
whatever to understate his case, consider- 
ing the circumstances. Yet all he finds 
to say is that the crown has been kept 
stable, 40,000 civil employees have been 
dismissed (whether productive employ- 


steps 


244%.% of the loan; 
in view of the present strong credit posi- 
tion of the British Empire, we may regard 
this portion of thé loan as quite safe. 

France guarantees another 24%% of 
the loan. At the present time, French 
credit in the New York market is on an 
8% basis, as determined by the yield on 
the two issues of French Republic dollar 
bonds, the 8s and the 7%s, which are listed 
on the New York Stock Exchange. Com- 
pared with the yield of approximately 
5.18% on the British 5%s, French credit 
would seem to be less well thought of in 
this market. 

Czecho-Slovak Government credit, judg- 
ing by the yield on the sinking fund ex- 
ternal dollar 8s, is on a 9.91% basis, hence 
well under French credit, and this coun- 
try likewise guarantees 2442% of the Aus- 
trian loan. 

While there is only one Italian dollar 
issue on the New York market, and that 
an extremely short-term one, maturing in 
February, 1925, it is worth noticing that 

(Please turn to page 468) 
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Business Inflation Ended 


Normal Activity Still Well Maintained 


HE striking 
factor about 
the present 
situation in business 
and banking is un- 
doubtedly the fact 
that, whereas, the volume of production 
continues to be very large and the wages 
of labor high with employment substan- 
tial, the upward movement of prices has 
been arrested. Enough time has now 
passed, since the administration of a check 
to business, to show quite conclusively 
that there has been a distinct halt in the 
upward movement of values of commodi- 
ties. This halt is shown by practical sta- 
bility in price indexes since the beginning 
of May, while, for the early weeks of 
June, the drift has, if anything, been 
downward. It is probable that the entire 
month of June, when price indexes be- 
come available, will show a slight but 
definite recession. This outcome is not 
only interesting from the present stand- 
point, but remarkable as an element in 
the history of price movements. It illus- 
trates the fact that there may be an effec- 
tual slowing down of values without nec- 
essarily bringing business to a halt in 
order to produce it. 


Reaction on Securities 


The check to the movement of prices 
can be readily traced in the accompanying 
charts, while in the same way it is pos- 
sible to observe this one phase of the 
effect of this situation upon security 
values. As prices have come practicaily 
to a stop in their upward movement, the 
tendency has been to exert a reactionary 
influence upon the value of money and 
therewith upon the value of high-grade se- 
curities. There had been, while com- 
modity values were still advancing, dis- 
tinct tendencies to shortage of money 
which took form in steady upward move- 
ments of interest rates, both in the call 
and time fields. For the past month, these 
movements have been brought to a halt, 
and funds have been practically stable at 
around 5 to 5%%. Loans have been in 
ample supply as needed, but there has 
been no surplus which by being “dumped” 
on the market tended to impair the respon- 
siveness of demand. On the other hand, 
there has at no time been any tendency 
to stringency. Cessation of increase in 
commercial demand has naturally relieved 
the call for funds, and has brought about 
a condition of balance in which the amount 
available has been very well able to meet 
the calls for loans. Hence a decided 
growth of stability in the money market, 
and of generally corresponding stability in 
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the position of corporation credit, the 
yield of good bonds of standard variety 
showing very little disposition to fluctuate, 
as is illustrated in the accompanying dia- 
gram showing the cost of corporation 
credit. 


Where Is Production? 


All this leaves the question: What is 
the status of production—of considerable 
immediate importance. The fact that 
prices have ceased to advance is by some 
regarded as a reason for the checking of 
production, business men refusing to man- 
ufacture ahead unless able to see their 
way clear to a profit resulting from the 
natural growth of prices. 

It is not to be denied that there has 
been some recession fromthe “peak” 
which had been arrived at during the early 
spring. Forward orders for steel have 
fallen off as the diagram showing unfilled 
orders of the U. S. Steel Corporation 
clearly reveals. There has also been some 
slackening of forward orders in other. di- 
rections, and when commodity prices have 
been regarded as extremely high there 
has been a slowing down which in some 
cases has led to the actual closing of 
mills, this being true in the textile trades 
and especially of the cotton industry 
where a number of suspensions have oc- 
curred during the month. A good deal of 
overtime work has also been discontinued. 
Most authorities continue to regard this 
development as entirely healthful, repre- 
senting a desirable check to the excessive- 
ly active production practically on a level 
with capacity which had made itself ap- 
parent earlier in the season. 

Still it is a fact that slackening of price 
advance has caused or has been accom- 
panied by slackening of increase in out- 
put. Thus the general theory of business 
recession has in a sense been justified be- 
cause, as the indexes show, the usual and 
familiar symptoms of decline in certain 
branches of trade have made themselves 
apparent. 


Reversal of Foreign Trade 


Nowhere is the situation more evident 
than in connection with foreign trade. 
Figures for May have at length been 
available and they show that there was 
an adverse trade balance on merchandise 
account during that month of about $51,- 
000,000. Taken all in all up to date, the 
adverse balance for the year thus far 
amounts to something like $137,500,000. 
This is at the rate of say $325,000,000 for 
the entire year, although it has not yet 
reached the point where payments on mer- 
chandise account necessitate an export of 


gold. On the contrary, the movement o 
gold is still largely inward as the Ma 
figures show. 

This great increase of net importation 
however, necessarily has some effect up: 
the activity of domestic manufacturin, 
tending to hold it down to more norm: 
levels, and at the same time, of cours 
tending to some extent to restrict pric 
advances which would otherwise have ox 
curred. The present price level, in short 
seems to have reached a level near ti 
point at which there is equilibrium b 
tween domestic and foreign productior 
and, if this be true, the inference to | 
drawn from it would be that further ad 
vances of price would be restrained by a 
increase in importations which in its tur 
would tend to decrease the volume « 
orders going to domestic establishment 
From that standpoint, the fact that tl 
line of the diagram showing excess ex 
ports has now definitely dropped belo 
the line of equilibrium, thus inclining t 
the recognition of a steady excess of in 
ports is of very general business impo. 
tance. 


Foreign Exchange Situation 


The relationship between the United 
States and foreign countries is still w 
doubtedly disturbed by conditions affect- 
ing foreign currencies and their valu 
which necessarily tend to interfere wit! 
the normal movement of goods, and prol 
ably at present exaggerate the inward ot 
import balance. The German currenc 
has gone from bad to worse, marks fall 
ing from a former value of somethii 
like 509,000 or more to the dollar to 
low point below 165,000 to the dollar. 

At the same time the franc has be 
largely depressed, partly through syn 
pathy with the mark, and partly becau 
such factors as the Ruhr situation, whic! 
worked against the value of marks, ten 
likewise to work against a high value f 
francs. As for other currencies, th 
suffer more or less from the same facto 
and in any case they have had little t 
sustain them of late, so that the allege 
stimulus to exportation which comes fro 
a depreciated currency has certainly ha 
full scope in most of the European cou 
tries. 

Just how far this has operated to ager: 
vate the excess import balance of th 
United States, is a matter of opinion a 
to which no positive statement can b 
made, although all would agree that con 
ditions were such as to produce some arti- 
ficial influence upon import business 
thereby tending to overdevelop it as com- 

(Please turn to page 476) 
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THE TREND OF MANUFACTURE, TRADE AND COMMERCE 
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What Happens to the Eight 
the Life Insurance 
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How the assets of 10 leading Life Insurance 
companies have swollen in the last 20 years, 
emphasizing the phenomenal expansion of 


the field itself. 


IGHT billions of dollars! That’s a 

lot of money. In fact, it’s just about 

twice as much money as the present 
supply of money-gold in the United States. 
It’s about one-third of the combined capi- 
tal—stocks, bonds and notes—of all the 
railroad companies operating in this coun- 
try. It—but here! Mr. A. S. Wing, 
president of the Provident Life & Trust, 
has devised an enlightening method of 
suggesting just how much money eight bil- 
lion dollars represents : 

Imagine that Benjamin Franklin, just 
about the time he signed the Declaration 
of Independence, had set in motion a clock 
capable of counting $1.00 every second and, 
furthermore, of recording the grand total 
as it went along. Imagine, also, that 
Franklin had devised some means of keep- 
ing this clock ticking at the dollar-a- 
second rate forever, from the time it was 
set in motion—second by second, minute 
by minute, day by day and year by year. 
Said clock would record 31,582,600 dol- 
lars per year. And yet, today, 148 years 
from the time it started going, the mechan- 
ism would have reached a total of only a 
little over 4.6 billions of dollars. It would 
have to go on ticking, second by second, 
for nearly 80 years more before it would 
reach that eight billion dollar total! 

This is a colossal sum, then—this eight 
billion dollars—a sum that staggers the 
imagination, palsies the breath, and lit- 
erally defies adequate definition. Recogniz- 
ing it as such, be informed that is a very 
conservative approximation of the total 
amount of public funds, so to speak, held 
in trust for the public--the men, women 
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and children—of these United States to- 
day, not by the national banks, savings 
banks and trust companies, not by all the 
mortgage loan and building loan institu- 
tions, not by the Government itself, but 
by our Life Insurance companies. 

There is nothing illusory about this eight 
billion dollar figure, either. There is 
nothing exaggerated about it. Indeed, so 
far as accuracy is concerned, it will prob- 
ably be found a conservative statement of 
the facts. As far back as 1921, the Ad- 
mitted Assets of all American life in- 
surance companies, by official count, 
amounted to seven and nine-tenths billions 
of dollars. The insurance business has 
never had two such amazingly successful 
years as 1922 and, thus far, 1923 have since 
been. No doubt, if it were possible to de- 
termine the exact amount of total assets 
held by the Insurance Companies at the 
moment, the result would show consider- 
ably in excess of the eight billion dollars 
we reckon with here. 

That’s what the Life Insurance compa- 
nies hold. It represents riteneys held in 
trust by them for about 50 million indi- 
vidual policy holders, or an average of 
about $1,500 apiece. It is growing, this 
total, as our charts suggest, at a rate little 
less impressive than the total itself, and 
there. is no way of even conjecturing as to 
when, or at what point, the peak-total will 
be reached. 

What do the Insurance Companies do— 
what are they doing—with this fortune of 
fortunes ? 

Note first (glance at Chart 3, if you 
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A picturization of the growth of 30 represe 
tative Life Insurance companies, bringir 
out the amazing increases in asset holding 


please!) that one thing which this e 
pansion of their economic structure h 
permitted the Life Insurance companies 1 
do has been to pay out to the policy-hol 
ing public sums which now must approx 
mate very close to one billion dollars a 
year. It may or may not impress you 
know that this sum of money would | 
sufficient to pay all the wages and all t 
salaries paid annually in the motor 
dustry for a period of three years’ tin 
It certainly ought to impress you wh 
we note (Chart 3, once more!) that this 
rate of disbursements is five times great 
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What the growth of the companies has meant in direct payments to the public is indicate: 
by this drawing which records the steady increase in disbursements from less tha 
$200,000,000 in 1902 to nearly $1,000,000,000 a year today. 
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Billions of Our Money Which 
Companies Hold. rich rusimore 





-Life-Insurance: 
*Holdings-of - 
Government State & Municipal: 
-Bonds- 


J 


Increase 
1921 Over 1911 


1921 


1914 








nsurance companies, too, have cultivated a 
trong liking for “political” bonds, as dem- 
onstrated by the above comparisons. 


an it was twenty years ago, and that, 
ere the same rate of increase to continue, 
ie Life Insurance companies would be 
sbursing, twenty years from today, at 
1e rate of $50 a year per person per hun- 
red million persons. 
Obviously, these disbursements don’t go 
the public in general. They are con- 
ied to the far-sighted, future-planning 
inuitants, beneficiaries and_ security- 
iiders who have identified themselves 
ith life insurance affairs, in one way or 
nother. But the number of persons who 
are identified, in one of these several 


ways, with life insurance affairs, and who 
do participate in the annual disbursements, 
is rapidly increasing: 

In 1902, the total life insurance in force 
was 10 billions. 

In 1912, the total was 19.5 billions. 

In 1916, it was 24.6 billions. 

Today, total life insurance in force 
certainly exceeds 50 billions. 

In 1902, the total number of policies 
outstanding was 18 millions. 

In 1912, the total of policies was 35 
millions. 

Today, the total number of policies 
in force certainly approximates 80 mil- 
lions. 

Very obviously, the number of indi- 
viduals who are securing unto themselves 
the direct advantages arising from the 
growth of the insurance business is in- 
creasing by leaps and bounds. In fact, it 
does not seem over-imaginative to suggest 
that, in due time, the disbursements made 
by the Insurance Companies from year to 
year will directly enrich, in due propor- 
tion, certainly every family and perhaps 
every single individual residing in the strip 
of territory that we call our own. 


‘The Indirect Beneficiaries 


Huge as the actual payments made each 
year by our Life Insurance companies to 
various individuals undoubtedly are, and 
correspondingly great as the direct ad- 
vantages to the people are too, they fade 
into insignificance beside the indirect ad- 
vantages accruing to the country at large 
as the result of the huge Total Asset sum 
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ust what is done with Insurance Assets is revealed here. 
the increase in municipal, state and government bond 


dings as contrasted with 
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There has been no let-up in the demand for 
farm mortgages. As seen above, this type of 
investment has more than doubled in recent 

years. 
mentioned at the outset of this article, 
viz., eight billion dollars. 

Obviously, the Insurance Companies 
cannot afford to let their assets remain idle 
in old-fashioned things like cash-boxes and 
safes. To secure the best results for their 
policy-holders, to permit the continued ex- 
pansion of their affairs, every dollar must 
be put to work at the best rates obtainable. 

And for the protection of their pro- 
fession, business, industry, or what you 
will, not to speak of their policy-holders, 
all these dollars must be placed where 
they will enjoy the highest degree of 
safety. 

Thus, we have the Iusurance Compa- 
nies, so to speak, confronted with the 
exact same problem that every individual 
investor encounters—the problem of se- 
curing the best results possible, consonant 
with safety, from idle, surplus dollars. 

How have they solved this problem? 


In the Beginning 


In the beginning (as Chart 8 will show), 
the Insurance Companies displayed a very 
considerable partiality for Mortgage 
Loans. Since the “beginning,” for our 
purposes, was as far back as 1860, the 
preference for mortgages then displayed 
needs little elaboration. Shrewd indi- 
vidual investors all over the country were 
also prone to discriminate in favor of 
mortgages, which were classified, although 
inverbally perhaps, as the highest invest- 
ment medium of the age; and the Life In- 
surance Companies blazed no trail when 
they placed nearly 60% of their Assets in 

(Please turn to page 454) 


407 








Atchison, Top. & S. Fe 
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Chesapeake & Ohio 
Baltimore & Ohio 


Southern Railway 
St. Louis-Southwestern 








for Increased Dividends 


Among the Rails 


An Analysis of Dividend Prospects for Six Important Roads 


HE extremely heavy traffic which 
our railroads are carrying at the 
present time is producing large earn- 
ings for most of them. As yet there are 
no signs that the traffic movement will de- 
crease materially during the current year. 
In the fall, when the peak is reached there 
is no doubt that the roads will handle the 
largest volume of freight in their history. 
The traffic situation points to a con- 
tinuance of satisfactory earnings for at 
least some months to come, and it is 
likely that a majority of the roads will 
show more net income applicable to their 
stock than has been true since pre-war 
years. This in turn raises the possibility 
of companies raising their rate of divi- 
dends, and of those not now paying any- 
thing, of placing their stock on a dividend 
basis. 


Dividend Increases 


The recent action of the New York 
Central, which increased its rate from 5% 
to 7%, and of Pere Marquette, which put 
its common stock on a 4% basis, has laid 
the foundation for rumors that various 
others might do likewise. It is unwise 
to be overly sanguine in any but a few 
instances, for it would not be conservative 
to establish dividend rates which could 
not be maintained in years when traffic 
conditions may prove less favorable than 
at present. A falling off in the amount 
of business obtainable would seriously re- 
duce the earnings, both gross and net, 
which many of the roads are now showing. 


By JOSEPH M. GOLDSMITH 





TTENTION of investors is called to this article, which deals with 
three roads that are in a position to increase their dividends and 
three others that are in a position to commence payments on their common 
stocks. Action of N. Y. Central in increasing its dividend rate to 7Yo and 
that of Pere Marquette _in placing its stock on a 4% basis woud seem t 
be forerunners of similar favorable action on the part of other roads that 


are in a strong earning position. 


No attempt is made here to forecast the possible future price of the 
stocks in question but merely to suggest the dividend possibilities as they 


appeal to the writer. 








It is in anticipation of such a contingency, 
perhaps six months or a year hence, that 
the stock market is now giving indications 
of weakness. 

There are some companies whose prob- 
able earnings in relatively unfavorable 
periods can support higher payments than 
they are now distributing. The ex- 
pediency of a change in dividend policy 
is, of course, a problem for the directorate 
of each road to solve, and it is evident 
that any attempt to predetermine their de- 
cision is beyond the province of the 
analyst. However, unless they are con- 
fronted by hostile legislative measures, 
and the public interest as well as that of 
the carriers themselves militates against 
this, the ability of a number of the rail- 
roads to treat their stockholders more 
liberally, has been amply demonstrated. 


BALTIMORE & OHIO 


Baltimore & Ohio is one of the roads 
formerly very prosperous which was s 
adversely affected by the dislocations inci- 
dent to the war period that it was forced 
to suspend dividends. It was the prevailing 
opinion that payments would be resumed i1 
1922, but the strikes that took place in the 
latter part of the year made this impos- 
sible. Upon the settlement of these labor 
difficulties the company gave evidence of a 
tremendous earning power. The high de- 
gree of industrial activity in the territory 
which its lines serve has led to very satis 
factory operating revenues. 

In view of this recovery it now ap- 
pears merely a question of time until 
the company feels itself justified in 
resuming payments. The market price 
of the stock, which is now selling 





Baltimore & Ohio 
Southern Railway 
St. Louis Southwestern 





Atchison 
Louisville & Nashville 
Chesapeake & Ohio 


*In thousands. 








¢t Estimated on basis of first 4 months. 


ROADS THAT CAN COMMENCE DIVIDEND PAYMENTS 


r~*Net Oper. Income,—, 
Jan. 1—April 30. 
1922 1923 21 
$14,524 $2.65 
12,164 Nothing 
1,384 9.16 


ROADS THAT CAN INCREASE DIVIDENDS 
$12.40 A 
19.60 . 91 
10.06 15.40 


$14,623 $14.69 

7,200 Deficit 
5,618 6.67 

t On present capitalization. 











7————Earnings Per Share——_—_,, 
19 1922 +192 


$1.50 


Dividend Price 
Rate About 
None 45 
None 32 


4.85 
30 


7.62 None 


99 
62 
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The World-Famed Rainbow Bridge 
This natural bridge along the Santa Fe Railway is the largest in the world. It 
is 309 feet high with a span of 279 feet 


round 45, has largely discounted a 
ividend of 4% and it is extremely im- 
probable that a higher rate would be 
eclared at the outset. Consequently 
little advance above the present price 
in reasonably be expected. 


SOUTHERN RAILWAY 
Southern Railway is now enjoying ex- 
llent earnings. The recent industrial 
velopment in parts of the South in 
ich it operates augurs well for its 
ture. Its financial progress since the 
pression of 1921 has led to frequently 
urring statements that its common 
ck will soon be placed upon a dividend 


$18. 


1922, net income equalled only $4.85 


share, but judging from results for 

first part of the current year it will 
at least double that figure. The present 
lume of traffic is abnormal and can 
rdly be expected to continue indefinitely, 
t even in the event of a recession the 
lance available for the junior stock 
sue is likely to be ample to cover a divi- 
nd of 4%. At no time in its history 
have its common stockholders occu- 
ed as favorable a position 2s at 
esent. 


ST. LOUIS-SOUTHWESTERN 


Ever since the termination of govern- 
nt control St. Louis-Southwestern has 
ne conspicuously well. In 1921, a year 
insufficient earnings for most southern 
ids, it secured net income equal to $8.74 
share on its common stock after 
lowing 5% on its preferred, which was 
t paid. In 1922, the senior issue began 
ceiving the 5% maximum rate to which 
is entitled. 
Due to the prosperity of the lumber and 
itton territory in which it operates earn- 
gs this year are assuming record break- 
g proportions. If they continue at the 
esent rate they will exceed $11 per share 
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and the company is in a strong cash posi- 
tion. It has entered upon an extensive 
program of physical improvement most of 
the funds to defray which will come from 
earnings. This may make it necessary to 
temporarily postpone dividends, but the 
economies which should be effected as a 
result of this policy will eventually pro- 
duce still larger net revenues. St. Louis- 
Southwestern is quite capable of being 
placed on a dividend basis whenever 
the management no longer deems it 
advisble to put all the earnings back 
into the property. 


ATCHISON 
The Atchison, Topeka & Santa Fe is 


properly looked upon as one of the premier 
roads of the country. The filling up of 
the sparsely populated territory into which 
it was first projected has transformed it 
from an unprofitable venture into a road 
of enviable financial solidarity. It has 
added to its facilities, to take care of the 
larger traffic that it has been called upon to 
handle, without any appreciable increase in 
capitalization. Additions and betterments 
during the last decade have been financed 
mainly out of surplus earnings. Profit 
and Loss Surplus Account rose from 20 
millions in 1915 to 141 millions in 1921. 
This huge sum which has been used to 
improve its roadbed and equipment ex- 
plains its present earning position. 

It has paid 6% dividends uninterruptedly 
since 1910. Earnings have averaged far 
in excess of this figure but so far the 
management has adhered to a very con 
servative policy. There is a consider- 
able cash balance on hand at the 
present time, and with prospective net 
income for the year in the neighbor- 
hood of $17 per share it is quite pos- 
sible that the time honored rate may 
be advanced. 


LOUISVILLE & NASHVILLE 
The Louisville & Nashville, 


itself is a large system, is controlled by 
the Atlantic Coast Line. In recent 
it has developed a substantial bituminous 
coal traffic and has greatly increased its 
freight density with a corresponding addi- 
tion to its revenues. 

In the early part of this year it in- 
creased its capital stock by the distribu- 
tion of a 624%2% stock dividend. In this 
way there was capitalized 45 millions of 
the 82 millions surplus then standing on 
the books. The dividend rate had been 
7% but was reduced to 5% on the en- 
larged capitalization. It was officially 
stated at the time that the new rate was 
declared, that the “board anticipated if 
net results of operations continued as 


which in 


years 





On the Southern’ Railway 
The North Broad River Bridge near Toccoa, Georgia 





favorable as in 1922, the dividend could 
soon be increased.” 

Revenues for the first four months of 
1923 have far surpassed those of the same 
period last year. Earnings are running 
at the rate of $13 per share on the in- 
creased capital stock outstanding. On 
the basis of this showing a return to 
the former 7% rate could easily be 
accomplished. 


CHESAPEAKE & OHIO 


The Chesapeake & Ohio is one of the 
leading soft coal carriers, about three 
quarters of its entire freight business con- 
sisting of this one item. It has made sub- 
stantial progress during the last ten years 
and is securing a larger tonnage at much 
higher rates. Its gross revenues per mile 
have increased about threefold since 1912. 

Depending to such an extent upon a 
single commodity its earnings are subject 
to wide fluctuations. Nevertheless, the 
average for the period 1912-21 was $8.80 
per share as compared with the $4 per 
share now being paid. Control was 


recently acquired by the Van Sweringen 
interests and their dividend policy in re- 
spect to other roads with which they have 
become affiliated has been liberal. In 
view of Chesapeake & Ohio’s develop- 
ment and the present rate at which it 
is earning, there should be no difficulty 
in paying higher dividends on the com- 
paratively small amount of common 
stock outstanding. 








IMPORTANT 


The next issue will contain a com- 
plete analysis of the Denver & Rio 
Grande reorganization and an outline 
of the present position and prospects 
of the Western Pacific and Missouri 
Pacific railroads, both of which have 
a vital interest in the final realign- 
ment of the Denver & Rio Grande 
situation. 











How the Pennsylvania Is Securing 
Labor’s Support 


A Far-Sighted Plan of Tremendous 
Importance to the Railroad World ~ 


By WILLIAM A. McGARRY 


HAT might be termed a cross- 
section view of the American 


workman’s buying power is fur- 
nished by the announcement of the Penn- 
sylvania Railroad that after years of 
study it has evolved a plan for employee 
association in the purchase 
and ownership of the sys- 
tem’s securities. The po- 
tential market thus cre- 
ated is so large and 
wealthy that it cannot fail 
to be of tremendous in- 
fluence in the long run on 
the whole financial fabric 
of industry—yet that is 
merely one phase of what 
it is expected to accom- 
plish. 

Heretofore Pennsylvania 
Railroad workers have 
had to rely on their own 
or outside resources with- 
out any direct cooperation 
from the company in the 
purchase of its securities. 
But since July 1, when the 
new plan became effec- 
tive, the 240,000 officers 
and men, enjoying an in- 
come aggregate from pay- 
roll of more than a mil- 
lion dollars a day, have 
been able to buy stocks, 
bonds or trust certificates 
of the system on an in- 
stalment plan at the mini- 
mum rate of $2.50 per 
month per share of stock 
or 5% per month of the 
cost of other securities. 


410 


Large as is the market thus organized, 
the officials of the company have made 
it clear in numerous preliminary refer- 
ences to the plan that its adoption is not 
merely a financial measure. Rather it is 
a frank recognition of the principle that 


© Nation’s Business. 
As familiar as this scene is, it is always thrilling 


no industry can hope to function efficiently 
without the direct and personal interest 
of all its workers. General W. W. Atter- 
bury, Vice-President in Charge of Opera- 
tion, has stressed that point repeatedly, 
holding that it applies with greater force 
to the complex organization of a great 
railroad than to the small industry wher« 
the employer can make personal contacts 
with his workers. 


A Remedy 


In a recent address, it was pointed out 
by General Atterbury that, while the 
whole trend of modern industry is and 
must continue to be toward large organi- 
zations, they have in them what he called 
“the seeds of their dissolution.” He put 
forth as a remedy the enlistment of the 
personal interest of the workers, and the 
combined savings, loan and stock-buying 
program now established is expected to 
be of immense value in that respect. Gen- 
eral Atterbury is president of the organi- 
zation, the title of which is “The Penn- 
sylvania Railroad Employees’ Provident 
and Loan Association.” Members of th« 
Advisory Committee of the Voluntary 
Relief Department of the company are 
acting as an organization committee until 
their successors are chosen in accordanc« 
with the by-laws. 

Membership in the association is not 
compulsory—as a matter of fact, it is a 
privilege accorded only to employees who 
have been with the system for at least 
one year, in continuous service. With 
out going into all details it may be of in 
terest to point out that, in addition to the 
security-purchasing feature, the plan will 
accommodate straight savings at four pet 
cent interest; it will operate as a building 
and loan association to assist members in 
acquiring their homes; it 
will enable them to in- 
crease the present gener- 
ous pension allowances 
made by the company, and 
it will provide for emer- 
gency loans. All operat- 
ing expenses are to be 
paid by the company, but 
the association is wholly 
cooperative insofar as 
profits are concerned. 

In the statement issued 
by President Samuel Rea 
of the Pennsylvania sys- 
tem announcing the crea- 
tion of the association it 
was made clear that the 
step was taken “in re- 
sponse to many requests 
from the employees in re- 
cent years for additional 
opportunities for saving 
and investing their wages 
and salaries.” It might be 
assumed by those not fa- 
miliar with the company 
that it has been rather 
tardy in acknowledging 
labor’s interest in the 
financial welfare of the 
employing corporation, 
and in the recognition of 
the vast market thus 
(Please turn to page 473) 
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BONDS 
Sagging Tendency Exhibited 


OLLOWING the very intensive and 

skillfully managed efforts in behalf 

of the Austrian Loan and the large 
volume of new securities offered to the 
wublic in its wake, the bond market has 
xhibited symptoms of having reached 
top levels. There was little shading of 
alues in the high grade domestic issues, 
ut the halt in the upward movement was 
xemplified more by the lack of demand 
han by the actual course of prices and 
he very evident willingness of holders to 
ake advantage of favorable bids when- 
ver these appeared. Another indication 

f the situation was the cool reception ac- 
orded the offering of $45,000,000 Federal 
and Bank tax exempt 4%s at 100%. 

In the speculative issues, the trend was 
listinctly downward in line with the course 
\£ stock quotations. Although there was 
in advance in the price of the commodity, 
nds of the sugar companies were gen- 
rally lower. Oil issues also lost ground. 
Che unfortunate Virginia-Carolina Chemi- 
al Company bonds, both the first mort- 
sage 7s and debenture 7%s, suffered an- 
‘ther severe sinking spell, the former 
elling at 75 and the latter at 55. Inter- 
ational Mercantile Marine 6s registered 
1 new low at above 81. 

High grade railroad bonds, while steady, 
were in supply on bids around current 
levels. Evidently President Harding’s 
ecent speech, intimating that legislation 
vould be sought to compel the stronger 
‘ompanies to consolidate with the weaker 
systems, was not relished by some holders. 
[he speculative issues also lost ground, 
hut the decline in this division could be 
onsidered moderate. 

There was very little of interest in the 
narket for public utility bonds. Laclede 
ras 5s continued to sell around their best 
prices, but, on the whole, there was a 
listinctly downward tendency. 

Foreign bonds were irregular due to less 
avorable advices from Europe and re- 
noval of the influences in behalf of the 
\ustrian loan. Following the large over- 
ubscription of the bonds and doubtless in 
der to further market them among in- 
vestors, quotations advanced a couple of 
ints, but prices subsequently receded to 
i little above the offering price. An im- 
partial appraisal indicates they are selling 
it too high a level in comparison with the 
narket for other European government 
securities. While Austria’s financial con- 
lition has been temporarily stabilized 
through the loan, at the same time, eco- 
1omically the position of this small coun- 
ry, with its lack of natural resources is 
nferior to that of its neighbors, who now 
possess the natural wealth of the old 
\ustro-Hungarian Empire. Under these 
‘ircumstances, it is difficult to comprehend 
why its bonds should enjoy a better mar- 
<et than the securities of those countries, 
is well as of the other guarantors of the 
oan, whose obligations are selling at 
more attractive yields. Doubtless this 
situation will gradually adjust itself. 

Fluctuations in South American and 
Mexican bonds were narrow and changes 
inimportant. 
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BOND BUYERS’ 


HIGH GRADE 


(For Income Only) Apx. 
Non-Callable Bonds: Price 
Canadian Northern Debenture 6%s, 1946. eeced —— 
Delaware & Hudson 7s, 1930 soos = 
Great Northern Genl. 7s, 1936. seecesiiiaese Te 
New York Central Rid. and Imp. 5s, 2018.... coclGPecce FOR 
Western Union Telegraph Co. 6%s, 1936 b).... 
New York Edison Co. 6%s, 1941.......... ecccece ee ee 
Bush Terminal Buildings 5s, 1960......... ecccccccce bees 


Callable Bonds: 
Armour & Co. of Del. Ist 5%s, 1948 
Armour & Co. Real Estate 4%s, 1939 
Canadian General Electric deb. 6s, 1942 
Philedeinh hy Co. 6s, 1941 
Phi 6s, 1 


Sf 


GUIDE 





Short-Term Bonds: 


> & O. Prior Lien 3%, 
& O., Southwest Div. Dor mtg. 34s, 1925 
} & Roanoke Ist 5s, 1926 
Southern Pacific conv. «. 1929 
Union Pacific conv. 4s, 1 
Dominion of Canada ceed 5%s, 1927 
bt Telephone Company of Canada 5s, 1925 
y of ag 7s, 1925 
me Leather Co. Ist 5s, 192 
Sinclair Crude Oil Purchasing Bisa 1925...... eecces 
Columbia Gas & Electric Co. Ist 5s, 1927........++: 





MIDDLE GRADE 


(For Income and Profit) 
Railroads: 


Baltimore & Ohio Ist mtg. 4s, 1 
Carolina, Clinchfield & 
Chesapeake 
Cupa RR 
Chicago & “Eastern Tiunois Gen, 5s, 1951 
Kansas iy A ——y 4 Rfid. and bor 5s, 1950 
Missouri, Kan Texas Prior Lien 5s, 1962 
Minneapolis, st eal & Sault Ste. Marie 6s, 1981.. 
pens Pacific Ist and Rfd. 6s, 1949 

oO. N. E. Rfd. and Imp. 4%s, 1952 
St L. & S. F. Prior Lien 4s, 1950 
Western Pacific Ist 5s, 1 


Industrials: 


Anaconda Copper Mining Co. Ist 6s, 1953 
Computin, ulatin, 9 
oodyear Tire & Rubber Co. 5 1941 
B. F. Goodrich Ist 6%s, ‘oat Sabeeenaocooesoeses +++(b) 
International Mercantile Marine ~~ 
Sinclair First Lien and Col. 7s, eee 
South Porto Rico ioe te ant Col. 7s, 1941......... 
U. S. Rubber 6s, 


Public Utilities: 


Amer. Water Works & Elect. Corp. Col. 5s, 1984. . 
Domimon Power Transmission ist 5s, 1932 
Denver Gas & Elec. Ist and Rfd. 5s, 1951 

Havana Elec. Ry. Light & Power 5s, 1954 
Northern States Power 5s, 1941 

Pacific Gas & Elec. Genl. and Rfd. 5s, = 
Public Service [oe s. N, J. 

Utah Power & Light L-%, 

United Fuel Gas 


SPECULATIVE 


(For Income and Profit) 
Railroads: 


Chicago Great Western Ist 4s, 1959 
Erie nl. Lien 4s, 1996 

Chicago, Milwaukee & St. — conv. 5s, 2014 
lowa Central Ist ate & ©. 193: 

Missouri Pacific Gen = 1975 
Missouri, Kansas & Teme . Mtg. 5s, 1967 
St. Louis & San Francisco AS i. Mtg. 

Rock Island, Ark. & Louisiana Ist 

Southern Railway Genl. Mtg. ee 

Western Maryland Ist Mtg. 4s, 1 


Industrials: 


American Writing Paper Co. 6s, 1939..... cocccce eee 
Cuba Cane — > 7s, a. 

Chile Copper 

Virginia-Carolina Chemioal 7s, 1947 


Public Utilities: 
Chicago Railways Ist 5s, 1927 
Hudson & Manhattan Rid. 65s, eee 
Interboro Rapid Transit 5s, wt ccccces o9ee 
Third Avenue —y > «see 64% 
Virginia Railway & Power 5s, ines 84 
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% This represents the number of times interest on the companies’ entire outstanding 


funded debt was earned, based on earnings during the last five years. 


s Principal and interest aranteed by D 
$ Coenen net gu y Dominion of Canada. 


t Callable in 1951 


(a) Lowest denom., $1,000. & Lowest denom., gee. (c) Lowest denom., $100 
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How to Handle Your Surplus 


Funds Now 


Market Uncertainties Emphasize Need of Discrimination in 
Choice of Investments—Some Guiding Principles and Six Examples 


N investor looking at the uncertain- 
A ties of the present market outlook, 

its abortive attempts at a rise and 
its equally inconclusive declines, may well 
be forgiven for a certain feeling of doubt 
and hopelessness as to the proper dis- 
posal of his free funds. The low return 
obtainable from banking deposits or high- 
grade bonds does not appeal to him, and 
he may have a soundly-based objection to 
putting his money into mortgages or simi- 
lar good investments which reduce the 
liquidity of his investment capital. Bonds 
are as apt to fluctuate as stocks, anyway, 
he tells himself, and so after a quick re- 
view of investment possibilities outside of 
the stock market the trained investor 
comes back to stocks, common and pre- 
ferred for a more intensive examination. 

Closer investigation discloses that while, 
in general, it is true that stocks are not 
in a buying position at the present time, 
yet particular securities can be discerned 
which are at or near a point at which 
they should be considered for investment. 
How close they are to this point will vary 
with the needs and position of the indi- 
vidual investor—it will depend on whether 
he is in position to stand a 5 or 10-point 
loss on a high-priced stock, on the na- 
ture and amount of his other investments, 
and such factors. If, however, he decides 
that he is ready for action if the stock 
is “right,” there are certain general prin- 
ciples applying to this method of utiliz- 
ing idle funds which he would do well to 
keep in mind. 

His great requirement at the present 
and similar times is stability, rather than 
the outlook for immediate or large mar- 
ket profits. There are several ways in 
which he can get a reasonable assurance 
of, stability in his investments. Certain 
industries are known, by past experience, 
to.maintain a fairly good level of sales 
and earnings without much dependence on 
the level of general business. Such are, 
for instance, the chain stores, moving pic- 
tures, baking companies, etc. 

Another type of company attains a rela- 
tive stabilization over a fairly extended 
period by virtue of unfilled orders which 
assure it of good business for a year or 
so ahead. This is typically true of firms 
making certain types of heavy machinery, 
electrical equipment, etc. The investor 
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Company Capital 
Armour & Co 

General Baking Co 

Mack Trucks, Inc 

American Car & Foundry Co... 
Anaconda Cooper ue 
Westinghouse Elec. & Mig. Co... 








SIX OUTSTANDING INVESTMENT STOCKS 


Working 
$109,901,462 


* Armour Co. of Delaware. t As of April 30, 1922. 


Annual 
Dividend 
Requirements 


Amount of 
Stock 
Outstanding 
*$60,000,000 (pfd.) 
8,815,800 (pfd.) 
10,921,891 (ist pfd.) 
30,000,000 (com.) 
150,000,000 (com.) 
85,962,530 (com.) 
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can usually figure that these orders will 
sustain his investment until such time as 
the uncertainty has cleared away and a 
well-defined tendency, in one direction or 
the other, has made its appearance, for 
rarely has a period of transition and un- 
certainty lasted a full year. 

Another element of stability is sound 
investment value, particularly in the case 
of a preferred stock, which has not yet 
been so fully recognized by the market 
as to put the stock in the very highest 
class, thus making it dependent almost 
entirely on fluctuations in the money rate. 
A stock which is comparatively new to 
the market, or has not yet been fully di- 
gested, or is a member of an industry 
whose earnings fluctuate widely, even 
though they never descend so low as to 
endanger the safety of senior securities, 
is a good investment medium for this pur- 
pose. 

Securities of higher grade would be apt 
to give an unsatisfactorily low yield, as 
well as tending to depreciate in a higher 
money market. Lower-grade stocks, on 
the other hand, are buoyed up by the 
higher earnings which the company is apt 
to show if business becomes so active as 
to necessitate higher money rates. 

The foregoing considerations have been 
applied in the selection of six examples 
of the type of stock which is worth watch- 
ing, under the. conditions mentioned, in 
the. present kind of market. Three of 
them, it will be noticed, are preferred 
stocks, and three are common stocks. 


GENERAL BAKING 8% PFD. 


This company has shown a phenomenal 
growth in the last few years, having been 
originally incorporated in 1911 as a con- 
solidation of twenty baking companies. 


Its policy has been to finance growth and 
acquisition of new properties out of earn- 
ings, and from time to time to distribute 
stock dividends to the common to capita- 
lize its surplus. 

During 1922 the company increased its 
common stock from 34,000 shares to 415,- 
000 by successive stock dividends, while 
outstanding preferred amounts to 88 mil- 
lions and bonds to 4.3 millions. In 1920, 
on the old capitalization, the company 
earned $14.29 a share on the common, and 
in 1921, during the worst of the depres- 
sion, $45.54, while in 1922, on twelve times 
the number of shares, it earned $9.60 a 
share, at about which rate it is running 
now. 


Bread being a staple article, whose con- 
sumption is but slightly affected by the 
level of business prosperity, and chances 
for inventory depreciation being relatively 
small, owing to the fact that bread is sold 
as soon as made, and its price, being fixed 
largely by custom, can be sustained until 
high-priced flour stocks are made into 
bread, the stability of the business is 
assured, and it is difficult to conceive of 
a situation arising in which the sales and 
earnings would decline so far as to endan- 
ger the dividends on the preferred. 

The financial position, as of the end of 
last year, was sound, current assets 
amounting to 7.1 millions and _ liabilities 
only 1.7 millions. Among the assets fully 
4.1 millions were cash and Liberty bonds 
and notes, or enough to pay off all bond 
issues and leave the 12 millions of plant 
and equipment to satisfy the preferred. 

This issue is also a relatively’ recent list- 
ing, which accounts im part for the yield 
of 7.1% around present prices of 112%. 
It is, however, an excellent investment 
issue. 
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MACK TRUCKS 7% ist PFD. 

This company is one of the leaders of 
the motor-truck industry, averaging over 
30 millions worth of business a year. It 
specializes in heavy trucks, on which the 
margin of profit is greater than on the 
light ones. It has shown a steady increase 
in volume of sales from about 12 million 
lollars in 1917 to « current rate around 
{0 millions, while profit per dollar of sales 
has increased correspondingly. 

Earnings for the last six years have 
iveraged $5.50 a share on the common, 
including 1921, in which a deficit was 
shown. In 1922, earnings recovered to 
$9.92 a share, and for the first half of 
the current year they are estimated at 
$12-$14 a share in view of the record- 
breaking volume of business done. 

There are 10.9 millions of the first pre- 
ferred outstanding, with no bonds preced- 
ing, and followed by 5.3 millions of sec- 
nd preferred and 283,108 shares of com- 
mon. Dividend requirements of $760,000 
per year on the first preferred are the 
quivalent of profits on 1,030 trucks, com- 
pared with current production, at the peak, 
»f 800 trucks per month. 

The financial position of the company 
is very good, with current assets at 23 
millions to 3 millions of current liabilities, 
while among the assets are 4.2 millions 
of cash, 

While the business is apt to fluctuate 
according to changes in the level of gen- 
eral business activity, the margin of earn- 
ings over preferred requirements has been 
so large as tO secure this issue for all 
practical purposes. It has been announced 








that dividend requirements on both classes 
of preferred were earned in the first two 
months of the current year. 

The yield of 7.4% at current prices 
of 94 renders the issue an attractive 
medium for investment. 


ARMOUR CO. OF DEL. 7% PFD. 


This stock was issued early this year 
to the amount of 60 millions in conjunc- 
tion with 50 milli.ns of first mortgage 
bonds as part of a far-reaching reorgani- 
zation of the financial structure of the 
Armour Co. of Illinois, of which the Dela- 
ware company issuing this preferred stock 
is a subsidiary. About 64 millions went 
to redeem an equivalent amount of deben- 
tures and notes, while the rest was in- 
tended to reduce floating debt and for 
“other corporate purposes.” 

About the same time, the absorption of 
the Morris packing interests by the Ar- 
mour Co. of Illinois was announced, the 
physical assets of the Morris company be- 
ing turned over to the new Delaware sub- 
sidiary. Savings on operations of the 
combined companies are estimated at 10 
millions annually, while the actual volume 
of sales has been increasing over the com- 
bined sales of the two companies when 
separate. 

Average earnings applicable to this issue 
in the six years ending 1921 were 11 mil- 
lions, or over 2% times the 4.2 millions 
required for dividends. Last year, Ar- 
mour showed less recovery from the 1921 
slump than the other big companies, show- 
ing a deficit of 8 millions compared with 
31 millions in 1921. However, the econo- 


mies and increased volume of sales gained 
by the merger have succeeded in putting 
the company’s earning power to a point 
where dividends are being earned with a 
margin to spare. 

As a result of the financing done early 
this year, the financial position is very 
strong, current assets amounting to 187 
millions while current liabilities amounted 
to 77 millions. Among the assets, as of 
December 31, 1922, was 34 millions in cash 
and 17 millions in marketable securities, 
together constituting 85% of the par value 
of the preférred stock issue. 

In view of the improving conditions 
in the packing industry, the dominat- 
ing position of the Armour-Morris 
consolidation, and the staple nature 
of the products, which continue to be 
largely sold even in time of depres- 
sion, we consider the preferred a de- 
sirable investment of the middle grade. 
Its low price is partly accounted for by 
the fact that the issue was recently floated, 
and has not been fully digested. At cur- 


or 


rent prices around 91 the yield is 7.7%. 


ANACONDA COPPER 


This is the strongest 
copper industry, because of its 
diversification of its output, which in- 
cludes zinc, silver, lead, arsenic, coal, lum- 
ber, etc., and the fact that it is the largest 
producer of finished copper and brass ar- 
ticles in the world through its ownership 
of the American Brass Co. Its entry into 
the manufacturing end as well as mining 
gives its business greater stability, as well 

(Please 


. 1 
company in the 
size, the 


turn to page 458) 


A MAGNIFICENT INDUSTRIAL SPECTACLE 


Interior view of the huge converter of the Anaconda. 


By comparing the size of the man in the foreground with the 


rest of the equipment around him you get a good idea of the immensity of the plant 
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Recently Listed Securities 


The Fourth of a Series Disclosing Facts About 
the Newcomers on the N. Y. Stock Exchange 


SCHULTE 
RETAIL 
STORES 


Schulte Retail Stores 
through subsidiary com- 
panies operates retail cigar 
stores throughout the 
country. At the present time, it is oper- 
ating 250 stores and is planning to open 
25 more during the year. It controls 326 
locations and parcels of real estate sit- 
uated in 28 states for a period from ten 
to ninety-nine years, and 95% of the lo- 
cations are corner properties on main 
streets. With the exception of cigars 
manufactured by B. G. Davis & Company, 
Inc., which is controlled through stock 
ownership, products sold in the stores are 
manufactured by outside interests. 

During the past seven years, both gross 
and net business has steadily increased, 
each year showing a substantial gain over 
the preceding one. Net income for 1922 
was the largest in the company’s history, 
being more than double that of 1921 which 
was the best previous year. Earnings in 
1922 were equal to $8.41 per share on the 
present outstanding common stock. It is 
true that this is not a very large earning 
power for a stock selling in the nineties, 
but the fact should be taken into con- 
sideration that Schulte is continually open- 
ing new stores, and in the past this has 
invariably meant increased profits. More- 
over, the company’s earnings record indi- 
cate that its business is not adversely 
affected in periods of depression. Sales 
of the company for the first four months 
of the current year were more than 25% 
ahead of the same period of 1922, and 
profits for 1923 should be substantially in 
excess of last year’s. 

Financial condition is strong, ratio of 
current assets to current liabilities being 
4 to 1. In order to conserve its working 
capital, dividends are now being paid on 
the common stock at the rate of $8 per 
share per annum in 8% cumulative pre- 
ferred. This preferred stock is entitled 
to a high rating and has a market value 
on the New York Stock Exchange of 
around $113 a share. 

Negotiations are under way for the sale 
of Park & Tilford to Schulte Retail 
Stores, and it is understood that the latter 
is holding an option on this company’s 
property. Park & Tilford for years has 
been successful in distributing its goods 
to retailers in the smaller towns and, it 
is believed, that such an organization 
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would be very valuable to the Schulte 
Company. The United Cigar Stores, for 
example, now have some five thousand 
agencies established and it apparently 
would be a good business for Schulte to 
follow this method in the smaller towns. 

From a market viewpoint it is im- 
portant to note that Schulte Retail 
Stores stock has had a very consid- 
erable advance in price in the past 
year, and, of course, can easily react 
from present levels. From a very long 
range viewpoint, however, it is attrac- 
tive. 


INTER- International Shoe Com- 
NATIONAL pany in 1921 purchased 
SHOE the entire business and 

assets of. Kistler-Lesh & 
Co. of Boston and acquired the entire 
capital stock of W. H. McElwain Co. As 
a result of these acquisitions, Interna- 
tional Shoe is now one of the largest shoe 
manufacturers in the Ufmted States. The 
output in pairs for 1922 was 38.3 million 
and the 1923 output is estimated at 40 
million. 

Earnings in 1922 were equal to $9.59 a 
share on the present outstanding common 
stock after liberal charges for deprecia- 
tion, and, for the five months ended April 
30, 1923, were equivalent to $4.05 a share 
on the common stock. Balance sheet as 
of April 30, 1923, discloses a strong finan- 
cial condition, ratio of current assets to 
current liabilities being 334 to 1. While 
there is a temporary lull in the shoe manu- 
facturing industry, unfilled orders on the 
company’s books are considerably in ex- 
cess of those on hand at this time last 
year. It is to be anticipated, therefore, 
that earnings in 1923 will compare favor- 
ably with the 1922 year. 

The common stock is only paying divi- 
dends at the rate of $3 per share per an- 
num which at the present price of 65 gives 
a return of merely 4.7%. With earnings 
running more than three times this divi- 
dend rate, however, and a strong financial 
condition, a more liberal dividend policy 
in the near future is likely. The company 
has an excellent record over the past sev- 
eral years, and the stock is not without 
long-pull possibilities. Under present 
market conditions, however, it is high 
for a $3 stock and its purchase is not 
advisable at this time. The 8% pre- 


ferred stock is entitled to a high rat- 
ing, as the company has no funded 
debt and working capital alone is more 
than double the amount of preferred 
stock outstanding. At present levels 
of 110, this stock is attractive for in- 
vestment purposes. 


CUYAMEL Cuyamel Fruit is mainly 
FRUIT interested in cultivation, 

transportation and mar- 
keting of bananas, which are raised in 
Honduras and Nicaragua. It also grows 
sugar cane and operates a sugar mill 
through its subsidiary the Sula Sugar Co. 
which has a capacity of 150 tons of sugar 
daily. Extensive tracts of land are owned 
in Honduras and Nicaragua as well as 
considerable railroad property and equip- 
ment. Eleven steamships are owned and 
operated to transport bananas from Cen- 
tral America. In 1922, 5.3 million stems 
of bananas were produced, and it is esti- 
mated the production this year will reach 
6% million stems. Earnings in 1922 were 
equal to $5.37 a share on the present out- 
standing stock, and, in view of the in- 
creased production this year, it is esti- 
mated that earnings may reach $8 a share 
Profits for the past five years have aver- 
aged $4.45 a share on the present com- 
mon stock. Financial condition of the 
company is not over-strong, ratio of cur- 
rent assets to current liabilities Decem- 
ber 31, 1922, was only 1% to 1. 

In June, the common stock was placed 
on a $4 dividend basis which at present 
levels of 57 gives an attractive return 
However, in view of the earning power 
thus far demonstrated and the finan- 
cial condition of the company, the 
stock must be regarded as highly spec- 
ulative and not to be compared from 
an investment viewpoint with a stock 
such as Westinghouse Electric paying 
$4 and selling around 55. 


SIMMONS Simmons Company is en- 
COMPANY gaged in the business of 

manufacturing metal beds, 
bed springs, couches, cots, metal furni- 
ture, mattresses and kindred articles. It 
operates five works in the United States, 
the main one being located at Kenosha, 
Wisconsin. Earnings of the company for 
the past seven years averaged $1.60 per 
share on the present outstanding common 








FIVE RECENTLY LISTED COMPANIES 





Century Ribbon 
Cuyamel Fruit 
International Shoe. . 
Simmons Co 

Schulte Retail Stores. . 





satan 
Working 
Capital 
$2,869,176 
922,443 


_ 
Common 

(No. of Shs.) 
100,000 
250,000 
918,006 
876,540 
300,000 


Preferred 


38,332,260 
10,154,741 
3,972,285 


* Partly estimated. ft Paid in 8% preferred stock. 


Divi- 
dend 


Earned ,—Price Range—, 
Rate _ | 


Per Share Since Listing Present 
1922 High Low Price 
367% 28 32 ea 
69 5614 57 4 
9.59 73% 64% 65 3 
*2.35 3456 24% 27 1 
8.41 953% 88 92 +8 


4.86 
5.37 
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tock. Net sales of the company since its 
corporation in 1916, have been on a Preferred Stocks 
teadily expanding scale, and earnings in F Pes . 4 
ars to come should show a higher aver- Prices Irregular— Losses Principally in More Speculative 
ze. In 1922, approximately $2.35 per Issues 
are was earned and earnings for the 
rst four months in 1923 were at the rate HE preferred stock market was stances wide fluctuations were witnessed. 
over $5 a share. The Consolidated bal- highly irregular during the past two Losses of two and three points were com- 
ice sheet as of November 30, 1922, shows weeks. As was natural, more cogni- mon and there was an extremely thin 
good financial condition, ratio of cur- ance was taken of the decline in price market for some stocks. As an illustra- 
rent assets to current liabilities being ap- for common stocks than heretofore. As a tion, American Beet Sugar preferred de- 
oximately 2/4 to 1. The company plans rule, the best investment issues maintained clined over twelve points on a sale of 100 
» shortly enter an intensive campaign for their position, although transactions were shares. California Petroleum preferred 
4 sale of metal furniture, a new line few, but the more speculative stocks receded over eight points to 100, follow- 
= is expected to add materially to moved to lower levels and in some in- ing the decline in the common shares. 
tro ° 
At present levels of 27, the stock as 
$1 dividend payer only yields 4%. On 
tue basis of past performances, the $1 PREFERRED STOCK GUIDE 
.ividend rate appears liberal enough, but 
e company so far this year has shown Sound Investments 
rather remarkable increase in its busi- . 
ress, and, if this can be maintained, higher INDUSTRIALS: sya “gecem, 
cividends will undoubtedly be paid. The 101 
ivestor, however, would do well to 
avoid the stock until the company has 
emonstrated more fully its ability to 
maintain the present rate of earnings. 
On the basis of its past earning record 
id financial condition, the 7% preferred 
ock, selling around 100, is entitled to a 
ood rating. Working capital of the com- 
pany is 3 million in excess of the total 
preferred stock and funded debt outstand- 
g. 
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‘ENTURY Century Ribbon Mills is 
RIBBON engaged in the manufac- Chicago & Northwest partic. ....oive. 
MILLS ture and sale of silk and . 

__ fabric ribbons, all of the meee, — Ee Subs cavemen 
iw materials for which are acquired by Genes & Gn. 6 Bd 
irchase. It also acts as factor and com- 
ission merchant for the sale of silk, 
ool, cotton and other textile fabrics. 

This business was started in 1922 and it 
estimated that sales for 1923 will be 
jual approximately to one-half of the 
ympany’s sales of its own products. The 
ympany has demonstrated a very stable 

earning power. Average earnings for the 
ve years ended December 31, 1922, were 
£587,000, equal to $4.47 per share on the 
ymmon stock, and in every one of these _Pusese UTILITIES: 
ars, the company reported good profits. W. Wks. 
his is a good showing in view of the Public Service of N. 
isses sustained by many companies deal- RAILROADS: . 
g in silk products in the deflation period Colorado & Southers td pid: coon RRoe as 
f 1920-21. Earnings for the first quarter Pittsburgh & W. V (c.).. 6 90 
f 1923, were at the annual rate of $5.61 
share on the common. It is expected by 
the management that sales will gain 
teadily through the remainder of the 
ear. 

Balance sheet as of December 31, 1922, 
howed a good financial condition, ratio 

f current assets to current liabilities being 
early 4 to 1. No dividends have as yet 
een paid on the common stock, but in PUBLIC UTILITIES: 
iew of the good earnings and sound Market Street Railway prior pid 
nancial structure of the company, some RAILROADS: 
ction along this line is anticipated very 
hortly. At present prices of 32, how- 
ver, the stock would appear to have 
lready discounted dividend action. (a) Comaliative, (2.0) Nen-cumslative 

The 7% preferred stock selling at 95, © Based on average earnings during past 

is entitled to a good rating as the com- x years. 

pany has no funded debt and net I is number times earned last five 

liquid assets alone are in excess of the 
preferred stock outstanding. 
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What the Chicago Stock Market Offers 


An Analysis of a Few of the Leading 
Issues Dealt in on La Salle Street 


NCLUDED in dealings on the Chicago 
I Stock Exchange are the securities of 

many prominent corporations. A brief 
survey of the position and outlook of a 
few of these may be found timely and is 
offered in what follows: 


WM. WRIGLEY, JR., & CO. 
Has Enjoyed Steady Business Growth 

Back in 1917, William Wrigley, Jr., 
& Co., sold over fifteen million dollars’ 
worth, net, of its product. After deduct- 
ing its operating expense, the corporation 
had a net profit of all but four millions 
of dollars. In the three succeeding years, 
the corporation’s ratio of expenses to net 
sales held to about the same figure as 
that shown for the year 1917; and in the 
years 1921 and 1922 it is probable that 
there was at least no increase in the ratio 
of operating costs, while there may very 
probably have been a decline. 

Hence, while Wrigley, Jr., in filing the 
report of its results for last year (1922) 
omitted a reckoning of its net sales, the 
fact that its profits after expenses ex- 
ceeded $6,000,000 seems reasonable assur- 
ance that the corporation’s net sales’ last 
year exceeded thirty millions of dollars 
in value. 

This is, certainly, an amazing sales- 
volume, not only insofar as it represents 
an increase of a full 100% over the sales 
five years earlier, but also insofar as it 
measures the scope of the market for this 
particular commodity. It illustrates pub- 
lic opinion of the product manufactured 
‘by Wm. Wrigley, Jr., at the same time 
that it attests to the excellence of the 
sales policy of the management—a policy, 
as every one in this country must know, 
which has consisted chiefly in advertising 
done on a stupendous scale. 

The favorite feature referred to as 
illustrative of Wrigley’s permanent adver- 
tising campaign is the big electric sign 
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the company operates in the heart of New 
York City’s theatre district. It is under- 
stood that this single unit costs more than 
$100,000 a year to operate. 

The growth in popularity of the Wrig- 
ley product has not at any time in the 
corporation’s history been allowed to 
weaken its financial structure. That is to 
say, the records do not show that increas- 
ingly large earnings have been secured at 
the expense of operating efficiency, or 
liquid reserves, or dissipated in excessive 
earnings distributions. The company has 
regularly maintained a large cash balance, 
which same exceeded five millions of dol- 
lars at the close of last year, and its sup- 
ply of working capital has always been 
ample to its needs. 

Features of chief interest in Wrigley’s 
affairs in more recent times have included 
the retirement of its preferred stock (a 
$1,500,000 issue) early in 1922; the de- 
cision to invest 4 millions of the com- 
pany’s assets in a correspondingly large 
new office-building in Chicago; the fur- 
ther expansion of sales volume in the 
current year; and the gradual opening up 
of foreign markets. 

Retirement of the preferred leaves Wm. 
Wrigley, Jr., common stock as the only 
outstanding capital issue, with correspond- 
ing benefits to the common in the shape 
of full participation in the corporation’s 
profits and title to its resources. Con- 
struction costs in connection with the new 
building, according to generally well- 
informed sources, are available in full in 
the form of liquid reserves, removing 
any likelihood of special financing; and 
completion of the building will add a 
source of revenue of very substantial 
proportions. 

The sales volume in the current year 
is estimated at 10-15% in advance of 
1922. Assuming, for purposes of analysis, 
net sales of 30 millions last year, and an 








Price Range of 
Common Stock 
High 
89 
8234 
107% 
115% 
114 


Current Assets: 
Investments 


Cash 
Receivables 
Inventories 


STATISTICAL REVIEW OF WM. WRIGLEY, JR., & CO. 





Surplus After 


$2,672,000 
1 000 


’ * 


,068,000 
2,381,000 
5,570,000 


2,434,000 
6,169,000 





$15,584,000 $13,019,000 
1,936,000 2,604,000 1,925,000 





$13,648,000 $11,094,000 

















operating ratio of 75% (which is probably 
high, as the corporation’s expenses have 
tended downward in recent months), and 
equivalent deductions of other sorts, sur- 
plus earnings for the capital stock should 
be running at the rate of about 6.7 mil- 
lions at the present time, or well over 
the $10.26 per share earned last year. 

Wm. Wrigley, Jr., stock has shared in 
the general depression which has affected 
securities in recent months, selling now 
at 106, or about 10 points below the high- 
record level of last year (115). There is 
no advantage to be derived from setting 
oneself up in opposition to an _ under- 
lying investment trend, so the prospective 
buyer of Wrigley shares might as well 
postpone any commitments until the skie 

clear. At the same time, the company i 
manifestly in remarkably good shape, ha 
demonstrated an ability to earn an attrac 
tive return for its shareholders in ba 
times as well as good and gives no indi 
cation of any let-up in the healthy growt! 
it has enjoyed since its organizati 
thirty-two years ago. 

— When investment affairs in general 
begin to brighten up once more, the 
stock might easily prove a very attrac- 
tive medium. 


HUPP MOTOR 
One of Motor World’s Sensations 


In Hupp Motor, Chicago investors hav 
one of the real sensations of the aut 
mobile age. In five years’ time, this com 
pany, as a manufacturer and distribut: 
of medium-priced cars, has built up tl 
value of its yearly net sales from $12 
000,000 to $34,000,000—an increase « 
nearly 200%; has expanded the profit 
earned for its stockholders from $60 
000 in 1917 to over $3,700,000 in 1922, « 
to a figure six times as large; and ha 
in values and earning power, so improv 
the position of its common shares as t 
bring about an increase in the mark 
price of the common from around $2 
share to as high, this year, as $29.50 
market appreciation of some 740%. 

The success of the Hupp organization 
seems to have sprung largely from en¢ 
getic pushing of a popular product, wit! 
a considerable share of the bigger resul 
due to a shrewdly managed extension 
manufacturing facilities. Hupp turn 
out and sold over 34,000 cars last yea 
as against less than 14,000 in the year be- 
fore; and its control over output was for 
tified by absorption of one formerly inde- 
pendent unit having a large output 
pressed steel metal parts and partial al 
sorption of another unit engaged in body 
construction. 

Under the conditions which have pre- 
vailed in the motor world since its found- 
ing, the chief test put on the various 
manufacturing companies has_ centered 
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upon their ability to expand at the enor- 
mously rapid pace at which the industry 
tself has expanded without over-extend- 
ing themselves or weakening their indus- 
trial or financial position. Where more 
notor manufacturers than the public may 
ealize—especially among the smaller or- 
anizations—have failed to meet this test, 
he records are indubitable evidence that 
{upp has made the most of it. 


Under conditions as they threaten to 
levelop sooner or later, the test seems 
ikely to tend more and more toward com- 
petition, centering finally upon the ability 
f the manufacturers to withstand selling 
ressure. Analysts who have successively 
wedicted a drop in automotive sales in 
ach of the last four or five years, and 
een as regularly refuted by the establish- 
rent of new sales records from year to 
ear are a little chary about new attempts 
it forecasting the dreaded saturation 
point. Nevertheless, the fact that the mo- 
tor companies of this country turned out 
ars and trucks at the rate of 4,000,000 
nits a year in the first five months of 
923, or at a rate some 60% in excess 
f last year’s phenomenal total, is an indi- 
ation that, wherever the limit of new 
sales may be, it is being brought nearer 
it a gruesomely rapid rate. 

With this in mind, opinion of the in- 
vestment merits of a motor company’s 
securities tends to formulate itself largely 
on the basis of the company’s compara- 
tive financial strength, the nature and 
extent of its obligations, its industrial 
prominence and managerial ability. Hupp 
undoubtedly ranks quite high in all four 
respects. It entered the current year 
richer in liquid capital than at any time 
in its history, while its inventories were 
it an unusually high level (6.6 millions, 
iainst 5.1 millions at the end of 1920), 
its remarkably increased sales this year 
have probably more than offset this fac- 
tor already. The company has no funded 
debt, and only a very small issue of cu- 
mulative preferred, and its current obliga- 
tions are small, as indicated by its work- 
ing capital position shown in the accom- 
panying table. The organization has 
grown industrially to a position of un- 
questioned prominence, aided by the popu- 
larity of its product and the enlargement 
of its manufacturing facilities, all of 
which is reflected in the production of 
over 20,000 cars in the first five months 
of this year, or 5,000 more than were sold 
in the whole year 1921, and the expan- 
ion of output to a capacity of 40,000, 
igainst 30,000 heretofore. As for the 
management, the growth of the company 
and the manner in which that growth has 
been turned to its advantage is a sufficient 
commentary. In short, judged by past 
performances and trade and financial po- 
sition today, Hupp should give an excel- 
lent account of itself if any trade depres- 
sion should develop. 

Investors who may be attracted by the 
present price of the stock—about $18— 
which is nearly 12 points below the high 
of the current year, can afford to re- 
member that security markets are no re- 
specters of persons, and that good stocks 
go down with the bad in times of invest- 
ment stress. Also, Hupp Motors, even at 
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| STATISTICAL REVIEW OF HUPP MOTOR CAR CORP'N. 
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its present price, can hardly be called low 
from a yield standpoint, the dollar divi- 
dend offering a return of only about 512% 
at these levels. The writer would be 
inclined to wait until the clouds lift 
a bit before committing himself to the 
issue, although his conservatism would 
spring from no doubts as to the 
strength of the company or its possi- 
bilities of future growth. 


STEWART-WARNER 
A Startling Market Decline 


Stewart-Warner goes ahead manufac- 
turing something like 90 out of every 100 
speedometers fastened on new cars pro- 
duced in this country, and, in addition, 
does a largely increased business in 
“bumpers,” “spot-lights” and carburetors. 
Its rate of earnings soars to wunprece- 
dented levels, permitting an increase in 
the dividend rate from $6 to $8 per share, 
as well as the payment of an extra divi- 
dend. The rate of motor-car production, 
which scored what was thought the last 
word in records in 1922, when it exceeded 
2% million cars, expands to a new and 
almost unbelievable figure. The stock 
soars from last year’s high of 79 to the 
new record high of 124% on the Chicago 
board. 

Then something happens to 
confidence, or else investors just decide 
“this sort of thing can’t go on forever,” 
and, in the face of all the bullish devel- 
opments specified, Stewart-Warner shares 
drop 50 points in the market to their 
present level around 76. 

The succession of events forms one of 
those mystifying sequences with which 
stock markets so frequently regale their 
followers. An outsider, after learning all 
the good things there were to learn about 
Stewart’s affairs, might have concluded 
that the stock’s erstwhile high position 
was fully warranted and certain to be 
maintained. But stock markets do not 
work that way. Their practice is to an- 
ticipate good news long before it appears 
and then, as soon as it has appeared, re- 
adjust themselves in due proportion. 

It is a moot question, however, whether 
the startling decline in Stewart-Warner 
from 124% to 76, which has brought the 
common stock of this strongly intrenched 


unsettle 


motor-equipment manufacturer down to a 
yield basis of over 10%, has not gone too 
far, investment conditions notwithstand- 
ing. In 1922, Stewart earned $11.24 per 
share. In the first three months of this 
year it earned $4.36 a share. The half- 
year’s earnings, when announced, are like- 
ly to show the full year’s dividend already 
earned. At the close of 1922, the com- 
pany had a net working capital of over 
7 millions. Its profit and loss surplus ex- 
ceeded 11 millions. It held over 1 million 
in cash. Most recent sales figures avail- 
able are those for April, last, which show 
an 84% increase over April, 1922, while 
sales for the first four months of this 
year were 80% more than in the corre- 
sponding period of the previous year. 
The corporation is erecting a new half- 
million dollar annex in Chicago to accom- 
modate its increased output. 

Such arguments as can be unearthed to 
account for the slump in Stewart-Warner 
stock surround its low asset value (about 
$29 per share, December 3lst, last) and 
the signs of overproduction in the motor 
industry. As the overproduction fears 
cannot be disproven, they cannot be dis- 
regarded. Neither can the general trend 
toward liquidation in the motor-security 
world be disregarded. 

Nevertheless, considering the greatly 
expanded earning power of the company, 
its strong financial position, the trade 
prestige of its product, and, in addition, 
the high yield offered, it is difficult to 
refrain from suggesting commitments in 
the stock. One may at least suggest 
that, even if bedlam is ahead for the 
motor industry (and nobody in his 
senses believes that), one of the first 
motor stocks to attract buying when 
the readjustment has been completed 
should be this issue. 


UNION CARBIDE & CARBON 
Not Particularly Enticing 


One of Chicago’s favorite investment 
mediums is the common stock of the 
Union Carbide & Carbon Corporation. 
The company has not offered much sta- 
tistical encouragement in the matter in 
past years, having been rather reticent 
about publishing the full results of its 

(Please turn to page 482) 
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United Drug Company 





A Case of Over-Discounting 


United Drug’s Position and Prospects 


HEN some enterprising historian 
W of affairs, industrial and financial, 

chronicles the experiences of the 
industrial corporations during the de- 
pression of 1920 and 1921, and during the 
subsequent business recovery, he will in- 
clude United Drug among those companies 
which “came back,” which returned from 
the valley of depression, restored earning 
power, and resumed dividends. Now 
United Drug is not one of those com- 
panies whose stockholders can be cheered 
during periods of gloom by sstatistical 
tables, showing tremendous asset values, 
intrinsic worth, book value and what not. 
They cannot be heartened by the state- 
ment of a property and real estate account, 
which over-bulks capitalization. Far from 
it. United Drug is an earning 


By JOHN MORROW 


1% of the outstanding common of the con- 
trolling company. 


United Drug and Its History 


United Drug as at present incorporated 
is about 7 years old. Earnings on com- 
mon stock progressed normally and in a 
fairly satisfactory manner from 1916 
through 1919, but the rising tide of com- 
modities prices hit amidships in 1920 and 
1921, and when the storm passed dividends 
upon the common stock had been suspend- 
ed, a top heavy inventory position, and an 
over-expansion of bank loans had been 
rectified by permanent financing through 
the medium of an issue of 8% notes; and 
the personal affairs of Louis K. Liggett, 
President of United Drug, had been placed 


in 1921, and after making that low, fol 
lowed moderately the general trend of th: 
market, which, of course, was upward. 
There has been a gradual increase in th 
number of stockholders, the proportion o 
apparent wider distribution being especial 
ly noticeable in the common stock. Th 
number of common stockholders on Jan. | 
1923, was about 7,500, as compared wit! 
less than 5,000 on Jan. 1, 1921. The net re 
sult of the war inflation and the post wa 
deflation was to increase the funded debt o 
the company by roughly 14 million dollars 
and to decrease profit and loss surplu 
from 5% millions where it stood at th 
end of 1919 to approximately 3 millio: 
dollars at the end of 1922. The increas 
in the funded debt represented the fundin; 
of bank loans, which was no 
an experience peculiar to Unit 








power stock, and after all, 
what stock is not? The writer 
doubts that asset value ever 
determines the market price 
of a speculative stock. This 
may be incidental in connection 
with United Drug but it paves 
the way for the statement that 
trade-marks, patents, formulae, 
and other intangible assets are 
carried at almost 23 million 
dollars on the balance sheet; 
an amount in itself of over 
$64 a share on the common 
stock. 

There is no valid objection 
to a substantial valuation of 
good will, formulae, patents in 
a business like that of United 
Drug. United Drug is both 
manufacturer and retail dis- 
tributor, and has built up a .e) 
trade name of definite value way 


MILLIONS 
OF 


= ING CAPITAL 
TOTAL LIABILITIES STOCKS 
=== EARNED PER SHARE 
~~ PAID PER SHARE 


19 


* Dividend on $150 Quarterly Basis. 


ed Drug but which was quit 
a common occurrence with in 
dustrial corporations who wer 
in the midst of an expanding 
business when the blow fel! 
United Drug now has inter 
est charges of approximate) 
$1,120,000, equivalent to  be- 
tween 3 and 4% upon the com 
mon stock. The 20 year 8 
notes which are due 1941 ar 
not secured by mortgage, and 
are therefore principally de 
pendent for investment stand 
ing upon earning power. If it 
had not been for deductions t 
adjust inventory in 1921, in 
terest on bonded debt woul 
have been covered, and 192 
was the low year. In the year 
ended December 31, 1922, in 
terest charges were earned 
three and one-half times. 

















and one which undoubtedly 





adds materially to earnings. 

Output includes medicines, toilet ar- 
ticles, rubber goods, stationery, can- 
dies, druggists sundries, and, in fact 
almost everything which the modern drug 
store offers to its patrons. In these days it 
almost seems as if the only manner in 
which the manufacturer of toilet articles, 
etc., can push his products is to have his 
own retail outlet, and United Drug has 
this through ownership of the Liggett- 
Riker-Hegeman drug stores, of which 
there are over 250 in operation in the 
United States and Canada. In addition, 
United Drug controls Liggetts Inter- 
national, which operates in England, 
through Boot’s Pure Drug Company. 
Incidentally, this English company has re- 
sumed dividends on its two classes of 
stock after a lapse of a few years, and this 
will add something over $300,000 in annual 
income to United Drug, or approximately 
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in the hands of trustees. It is no criticism 
of the management, but apparently the 
company had gone blithely ahead with ex- 
pansion plans, and at the time the business 
depression came upon the country, was en- 
gaged in the financing and development of 
the Seamless Rubber Company, a sub- 
sidiary, which is said to be operating 
profitably now, but which undoubtedly em- 
barrassed the parent company in 1920 and 
1921. Mr. Liggett explained at the time, 
of his financial embarrassment, that he had 
purchased United Drug common at 142 
and continued to buy it right down to 80. 
In the summer of 1921 Mr. Liggett, ac- 
cording to his own statement, held 39,000 
shares of United Drug Company and Lig- 
getts International common. The writer 
does not pretend to know whether the bulk 
of this stock had to be liquidated subse- 
quently, but common made its low of 46% 


The 20 year 8s are conver 
tible into common stock prior to 1931 a 
$110 a share, a privilege which has n 
present attraction and which apparenth 
will not have an attraction until earnin; 
power goes to a point where dividends i: 
excess of the present rate of $6 on th 
common stock are safely possible. I! 
does seem, however, as if earning powe 
under normal conditions ought to affor: 
fair protection for these notes. 


Conclusions 


Aside from the changes in financia 
structure which the business depressio: 
made necessary another interesting ‘point 
has been the steady increase in the volume 
of business. Last year the company had 
sales of over 60 million dollars, against 


. less than 41 millions in 1917. Judging by 


the gross sales in the first quarter of 1923, 
(Please turn to page 466) 
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U. S Industrial Alcohol Co. 





A Mystery Stock That 


Is Nota 


Mystery 


Some Facts, Stockmarketwise and 
Otherwise, About Industrial Alcohol 


By HENRY FRANKLIN 


YSTERY stocks are popularly sup- 

posed to be popular, to ignite the 

speculative imagination and create 
1 rush of buyers. Except for once in 
welve months, U. S. Industrial Alcohol 
s more or less of a mystery stock in that 
ts earnings, prospects, and general all 
around condition, are subject to rumor and 
onjecture with the facts awaiting the an- 
qual statement of earnings. Even this re- 
port is not particularly illuminating and 
loes not afford shareholders special insight 
into conditions. For example, the annual 
statement for 1922 in addition to the profit 
und loss statement and balance sheet con- 
tains only a few brief remarks from the 
-hairman of the board as follows: “Dur- 
ing the first half of 1922 the demand for 
our products was dull, and low prices were 
reflected. A tank steamer foundered, en- 
tailing a loss of $136,297 above the in- 
surance carried. This tank steamer was 
replaced and two others, each of 7,500 tons, 
were also purchased. The business of the 
U. §S. Chemical Company is increasing 
and provision will be made for larger pro- 
luction of present products, and the manu- 
facture of new prvducts.” 

Last year, earnings were equivalent to 
$3.68 a share upon the common stock, indi- 
cating partial recovery, at least from the 
slump of 1921. Since the first of January, 
business is said to have accelerated its pace, 
ind there have been rumors that these 
arnings would be large enough to inspire 
1ope of dividend resumption. But this 
s also surmise and conjecture, and the 
‘ommon stock in times of market stress 
loes not show any peculiar or outstanding 
owers of resistance. It follows the trend. 


Some History 


Industrial Alcohol was a cheerful earner 
luring the war period. In 1917 and 1918 
iet income was in excess of 13 million 
lollars, more than has been earned, as a 


total, in the four years subsequent. The 
company did not suffer any more seriously 
than many other industrial corporations 
during the business depression, came 
through the trial without having to do any 
financing and without incurring a floating 
debt, which suggests that any such 
development will be necessary. Known 
particularly as a manufacturer of in- 
dustrial alcohol, the company gives indi- 
cations of attempting to diversify produc- 
tion and to widen its earning base. A 
number of processes using alcohol as a 
base are being developed, one of which is 
known to the public as “Alcorub,” which 
is used for massage purposes, and not as 
a beverage. 

A few years ago, a lot was heard of 
Alcogas, designed as a_ substitute for 
gasoline. There is no information avail- 
able as to whether the experiments con- 
ducted indicate the success of Alco gas, 
and it seems to have disappeared as a 
speculative talking point. The U. S. In- 
dustrial Chemical Company, of which 
mention is made in the annual report is a 
reorganization of the Curtis Bay Company, 
a subsidiary of U. S. Industrial Alcohol, 
and it would appear that this company is 
the most important earning source which 
represents the largest possibilities. 

Naturally, general industrial activity 
means an increased consumption of in- 
dustrial alcohol, and on this basis it is 
logical to assume a large volume of orders 
for at least the past six months. In the 
last part of May, price of commercial 
alcohol was increased to 30c a gallon, 
which compares with about 20c last year. 
This speaks well for possible profits. 

There is a company in Cuba called the 
Cuba Company, which is a large land 
owner, and also controls the Cuba Rail- 
road. The U. S. Industrial Alcohol is 
said to own 10% of Cuba Company’s stock 
which was divided into 160 shares of 
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$50,000 par value. A readjustment in the 
capital of Cuba Company stock is under 
way and it is unofficially said that the net 
result will be paper profits of over $700,000 
for U. S. Industrial Alcohol. This is 
mentioned not with the idea of giving this 
ownership in Cuba Company as a reason 
for the purchase of Industrial Alcohol 
common but to explain a situation which 
might very possibly cause some temporary 
speculative interest in the common shares. 
If the Cuba Company adjustment is made 
there may be talk of distributions to In- 
dustrial Alcohol shareholders, etc., at least 
in speculative circles. 


Conclusions 


In the past, the shares have been so sub- 
ject to rumors, so many of which have 
never been borne out, that the writer does 
not believe that the shares are as popular 
as they were a few years ago, and doubts 
that as a result of experiences during the 
war period they have gained an especially 
stable place in speculative sentiment. 

Ahead of the common stock is an issue 
of 6 million dollars 7% cumulative pre- 
ferred, on which dividends have been paid 
regularly since 1907. Even with this record 
the highest price which the preferred has 
ever sold was 111'in 1919. The book value 
of the common stock is in the neighbor- 
hood of $140 a share which will give an 
idea of the equities back of the preferred 
stock. It may be that knowledge concern- 
ing the company’s business is so limited 
as to hurt the investment position of the 
preferred stock, but certain it is that it 
does not sell at levels, to which on casual 
inspection it would seem entitled. As a 
purchase for a business man who is able 
to watch and keep an eye on the stock 
market fluctuations, the preferred stock 
appears to be all right, but it is not for 
the forgetful investor. 

Common stock of Industrial Alcohol 
was doubled in 1919, and the dividend rate 
on the increased capitalization was placed 
at $8, which at the time seemed fairly con- 
servative. In 1920, $5 was paid, and pay- 
ments were suspended altogether in Sep- 
tember, 1921. The stock sank to 35% in 

(Please turn to page 472) 
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When Will the Fertilizers Recover? 


Henry Ford’s Muscles Shoals Project a Factor— 
The Depressed Condition of the Farmer and Its 
Effect—Outlook for the Leading Fertilizer Shares 


ROBABLY no industry was more 

severely affected than the fertilizer 

industry in the deflation period of 
1920-21. The big break in the price of 
commodities not only killed the buying 
power of the farmer, but it also impaired 
his financial condition to such an extent 
that he was unable to pay his bills. The 
fertilizer companies had been doing a very 
large business on credit and outstanding 
accounts among the farmers that ran into 
many millions of dollars. 

The combination of frozen credits, price 
cutting, big inventories and poor business, 
naturally resulted in heavy deficits. Un- 
fortunately, the buying power of the 
farmer has come back but slowly and 
while there has been some improvement, 
it has not been sufficient to enable these 
companies to show even a fair earning 
power up to the present time. They have 
to be very careful in granting credit and, 
as a result, approximately 65% of sales 
are now for cash. Actual profits on cash 
sales of fertilizer are less than on long- 
term contracts and competition for this 
kind of business is unusually keen. 

The securities of the agricultural chemi- 
cal companies have naturally had very 
drastic declines in the stock market, but 
discrimination should be exercised in mak- 
ing purchases, for the outlook is still un- 
certain. 

Prices of many farm products are still 
relatively low and indications are that 
there will not be any important advance 
in these prices for some time to come. 


By FREDERICK LEWIS 


Apparently a period of keen competition 
with a relatively small margin of profit 
has to be faced by these companies and 
only the strongest are likely to make a 
respectable showing under present condi- 
tions. 

In this article, a brief analysis is given 
of the four leading fertilizer companies: 
American Agricultural Chemical, Inter- 
national Agricultural, Virginia-Carolina 
Chemical and Tennessee Copper & Chemi- 
cal, 

American Agricultural Chemical and 
Virginia-Carolina Chemical have shown 
excellent earning records in past years and 
should this earning power return, their 
securities would undoubtedly be attractive 
at current prices. However, there are 
many factors which indicate that a com- 
plete return of this old earning power is 
unlikely. There has been a_ tendency 
recently among farmers to make their own 
fertilizer through the purchase of acid 
phosphate and other ingredients. This is 
tending to make competition more severe 
with resultant price cutting. Then, again, 
looming in the future, is the Henry Ford 
Muscle Shoals Project to supply cheap 
fertilizer to the farmer. Under these con- 
ditions, past earning power should not be 
given too much weight in judging the 
merits of these securities at the present 
time. An exception is Tennessee Copper 
& Chemical which manufactures and sells 
acid phosphates and sulphuric acid and 
not the finished fertilizer product. The 
earnings of this company appear to be 
on the up-grade. 
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Virginia-Carolina Chemical 
Bonds Vs. Stocks 


S most of the Virginia-Carolina 

Chemical business is south of the 

Mason and Dixon Line, the advance 
in the price of cotton over the past year 
has been of material benefit and has im- 
proved the company’s collections as well 
as bringing an increased demand for ferti- 
lizer. This improvement in the fertilizer 
end of its business, however, has been 
more than off-set by the losses sustained 
by a subsidiary, the Southern Cotton Oil 


Co., which does about 40% of the total 
business. 

For the two years ended May 31, 1922, 
the company reported a deficit, totalling 
more than 17 millions, while no official 
figures have been given out covering the 
fiscal year ended May 31, 1923, the man- 
agement has admitted that after proper 
charges for depreciation, red ink figures 
will be shown. It is thought that the 
deficit may run as high as three millions. 


Last year the company sold 22% millior 
first mortgage 7% bonds and 12% mil 
lions 714% bonds, in order to provid 
funds for the retirement of the existin 
bonds and for additional working capita 
This financing enabled the company to pa 
off a considerable portion of its bank loar 
and at the present time, ratio of curre1 
assets to current liabilities is approximat« 
by 2% to 1. 

The company still suffers more or les 
however, from a frozen credit situatio: 
and although many of its customers in tl 
South have been paying their debts, ther 
are still a number which can be regard 
as permanently red figure debts and wil! 
have to be written off. With the outlook 
for the cotton seed oil industry unsati 
factory and the outlook for the fertiliz 
end of the company’s business only fair, 
it will probably be some time before tl 
company can expect to do better than ea 
the interest on its funded debt. 

Although the preferred stock at 21 

—and the common stock at 7 have had 
very substantial declines from their 
high levels this year, the outlook for 
the company hardly justifies an opti- 
mistic attitude on these securities. Cer- 
tainly they do not appear to be in 
nearly as good a position as the Ameri- 
can Agricultural Chemical stocks. 

Virginia-Carolina Chemical _ interest 
charges on present funded debt amount 1 
2% millions annually, an increase of about 
a million as compared with charges 
previous years. It is questionable whether 
the company can earn much more than 
this under present conditions and should 
there be any turn for the worse, the possi- 
bility naturally exists of a capital read- 
justment which would scale down i 
funded debt. Under the circumstances, 
the convertible 7%4s series A due 1937 « 
which there are 12% million outstandin 
must be regarded as in a speculative pos 
tion. The present price of 60 has alread 
discounted to a large extent the uncertair 
ties in the situation and they are not with- 
out possibilities of showing enhancement 
in value from these levels. These bond 
however, are not secured by mortgage and 
the purchaser in buying these bonds as 
sumes a certain degree of risk. 

The first mortgage 7s, due 1947, are i 
a much stronger position as they are s 





tAmer. Agricultural Chem 
tInternational Agri. Chem 
Tennessee Copper & Chem 
§Virginia Carolina Chem 











Bonds  Pfd. 
(In Millions) 


* Deficit. t Ratio of current assets to current liabilities. {Years ended June 380. 


THE FERTILIZER COMPANIES 


-——Capitalization——_, 


ommon 
(No. Shs.) tRatio 
333,221 7% tol 
72,606 1% tol 
794,426 8 tol 
349,805 2% tol 


1920 
*11.1 
*2.3 


0.1 
*15.6 


-—Net Income—, 
1921 1922 High 


§ Years ended May 31. 


r-——Price Range 1922—, 
Preferred Common 
Low High Low 
*1.1 687% 34 36% 13% 
*0.6 39% 10% Ill 25% 
0.3 7 “- 12% «8 
*1.7 69 17 27 6% 
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One of the things that is hurting the 
project at Muscle Shoals, which Henry 
fertilizer for 


red by a direct first mortgage on all of 
real estate and plants now owned or 
reafter to be acquired. This issue is 
entitled to be rated as a business man’s 
investment and at present levels of 80 


fertilizer business. The Government 
Ford is angling for, to produce cheap 
the farmer 


appears to offer a good opportunity 
based on the record of the company 
over a long period of years, its present 
financial condition and the big asset 
value behind the issue. 





Tennessee Copper and Chemical 
An Attractive Low-Priced Issue 


from the other fertilizer companies, 
because of the nature of its business. 

lis principal product, sulphuric acid, is 
d in fertilizer, but is also used for 
iny other purposes, and the prosperity 
the company is not entirely dependent 
on the fertilizer industry. It is also a 
mufacturer of acid phosphate, a large 
reentage of which is sold direct to other 
mpanies. Tennesse: Copper & Chemical, 
refore, was not obliged to extent credit 
farmers and avoided the losses sus- 
ned by other fertilizer companies 
rough bad accounts. During the war 
d inflation period, this company sus- 
ned substantial losses, largely . because 
a 10 year contract with the Interna- 
nal Agricultural Corp. to supply sul- 
uric acid at a fixed price and which 
sher costs made unprofitable. This con- 
ct expired December 31, 1920, however, 
d from that time on, the company has 
n able to operate at a profit. In 1915, 
),000 shares of common stock were sold 


ie company is in a different position 


at $16 pér share, and in June 1919, 400,000 
shares were sold to stockholders at $12.50 
a share. This financing placed the com- 
pany in strong financial condition and 
working capital at the present time is in 
excess of 3.6 millions. 

In 1922, the company put in many im- 
provements, including the flotation process 
at its Copper Hill property, a new copper 
sulphate plant and a new acid phosphate 
plant. Increased demand of the company’s 
products occurred in 1923, and earnings 
are now understood to be running at the 
rate of over $1.50 a share. 

In March 1923, dividends on the stock 
were resumed at the rate of $1 per share 
per annum. In view of the strong financial 
condition and satisfactory profits now 
being shown, the company should be able 
to continue this dividend unless conditions 
take a turn for the worse, which is not 
anticipated at this time. At present 
levels of around 9, the stock gives a 
return of 11% and is not unattractive 
as a spec-vestment. 


in 





American Agricultural Chemical 


Strong Financial Position 


ESPITE the 12 million dollar loss 
sustained in the 1921-22 fiscal years, 
American Agricultural Chemical at 
present time is in the strongest financial 
ndition in its history. Before demorali- 
tion took place in the fertilizer industry, 
€ management, seeing trouble ahead, put 
it a 30 million dollar issue of first and 
unding 742% bonds and was able to ar- 
nge this financing on satisfactory terms. 


larger than in previous years, totalling 
about 47 million dollars. The company 
has no bank loans. Ratio of current as- 
sets to current liabilities is approximately 
7% to 1. This company, unlike the Vir- 
ginia-Carolina Chemical, has not suffered 
from subsidiary troubles. It has no cot- 
ton oil subsidiaries. Some of its affiliated 
companies are engaged in the manufacture 
and sale of bone black, glue, gelatine, soap, 


\s a result, working capital is now far etc., but these have been operating profit- 
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ably. The management will not make any 
definite prediction as to what the report 
for the year ended June 30, 1923, will 
show, but as the company has sold ap- 
proximately 15% more fertilizer than last 
year, it is probable that interest charges 
were covered. The management has made 
strenuous efforts to reduce over-head and 
manufacturing costs and the company 
probably stands today ready to produce 
fertilizer more cheaply, relatively speak- 
ing, than in many years as a result of the 
economies put into effect. 

While it is too early to talk of resump- 
tion of dividends on the preferred stock, 
at present levels of around 36, it appears 
to have good possibilities for the long 
pull. Working capital of the company 
alone, after deducting funded debt, is equal 
to $37 a share on the preferred. Net 
tangible assets of the company allowing 
nothing for brands, trade-marks, patents 
and good-will are equal to over $200 a 
share on the preferred. This issue is en- 
titled to 6% cumulative dividends and up 
to the present time, unpaid back dividends 
amount to 13%4%. Earnings for ten years 
ended June 30, 1922, averaged 9.2% on the 
preferred stock. From 1899, when the 
preferred stock was issued, up to 1921, 
the 6% preferred dividend was paid with- 
out a break. 

The common stock at 14 is not with- 
out long-pull possibilities, but it does 
not appear as attractive as the pre- 
ferred, in view of the back dividends 
which are accumulating on the latter 
issue. 

The 30 million first and refunding 
74s of 1941 selling around 97 make an 
attractive business man’s investment, 
as they are a first mortgage subject 
only to 6.2 millions prior liens on 
property valued at over 100 millions. 


INTERNATIONAL AGRI- 
CULTURAL CHEMICAL 


International Agricultural Corp 
the years 1916-1920 inclusive, was able to 
report substantial profits, but these profits 
were largely a result of the above-men- 
tioned contract with Tennessee Copper to 
supply sulphuric acid at a fixed price 
Previous to 1916, the company’s earnings 
were hardly sufficient to cover interest on 
the funded debt. 

This company is in the weakest financial 
condition than any of the fertilizer com- 
panies, loans and notes payable June 30, 
1922, totalling close to 12 million dollars 
It is true that current assets exceed cur- 
rent liabilities, but included in current as- 
sets are 10 million accounts and notes re- 
ceivable, a large part of which is not im- 
mediately collectable. Under present con- 
ditions in the fertilizer industry, it is very 
unlikely that this company could success- 
fully finance through a bond or stock issue 
and should the banks refuse to continue 
these large loans, the company would have 
to be reorganized. In view of the weak 
financial condition of the company and the 
indifferent outlook for its business at this 
time, it is inadvisable to make commit- 
ments in either the stocks or bonds, de- 
spite the relatively low levels at which 
they are selling. 


during 
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T is one of the 

greatest wonders 

of this universe to 

me that a sane man, 

five, ten, twenty years 

in Wall Street, an 

active operator can still look upon the 

Street as the only place in the entire uni- 

verse that has escaped the mighty clutches 

of infinite law. It’s funny. At times it 
is pathetic. 

If a mechanic should tell the regular 
Wall Street trader that natural laws have 
nothing whatever to do with the operations 
in a machine shop, he would be looked 
upon as crazy. Ask any man in the Street 
if he believes in the infinity of law. He 
will tell you yes. He will tell you more: 
That no man of practical sanity would 
ever think of “bucking” a natural law. 
Indeed, he may boast with a warmth of 
admiration about the hard-headed, cold- 
blooded man of the Morgan type, who 
takes life, like a chemist, as he finds it. 


Where Enthusiasm Holds Play 


Yet you will find one man in five hun- 
dred in the Street who does not continually 
“buck” natural laws. The average trader 
is as much an idealist as any Sunday 
school scholar you ever saw, buying and 
selling on the strength of hope, enthusiasm, 
fear, mere human egotism. He does not 
take stock in life, as it is. He is not a 
cold-blooded operator like a man at the 
lathe, the builder, or the farmer. Boil the 
market, and he will dance and gesticulate 
with the glee of a mad Indian, Calm the 
market, and keep it calm, and no more 
miserable man can be found in all this 
world. The fact is, the average trader in 
Wall Street is not a practical man, of hard 
horse sense. He is too much a listener, 
and not enough a thinker; an enthusiast— 
not an analyst. 

For example, take that simple stock 
market phenomenon, the reaction. You 
think it highly intelligent and practical that 
the government should spend millions try- 
ing to unravel the secrets of the weather. 
Yet there is nothing man ever did or can 
do more freakish, uncertain and accidental 
than the weather. You hold the scientific 
conclusions of the economist in high re- 
pute, and you admit that the underlying 
principles of political economy are sub- 
stantially similar to those which control 
the main swings of the stock market. You 
consider these subjects a proper field for 
scientific investigation. 

Yet you may have had ten or twenty 
years experience in the stock market, and 


422 


not once in all that time have you asked 
yourself, in either a philosophical or a 
scientific sense, what that simple, common- 
place thing we call reaction is! If I ask 
you what it means to you, you will hump 
your shoulders: “I don’t know—search 
me.” 

“But,” I insist, “you always see it. It 
follows the movement as the shadow fol- 
lows the sun. Hasn’t its persistent uni- 
formity struck you? You often say your- 
self that a ‘reaction is due.’ What do you 
mean? That it is a law, an accident, or 
what? It has at least some status in the 
universe. What is it?” 

Has it ever dawned on you that in this 
commonplace-looking reaction you might 
possibly be up against a law of the uni- 
verse just as omnipresent and inevitable as 
the laws of motion, matter or gravity, and 
in whose infinite clutch Morgans, Reids, 
Moores, Rockefellers, Stock exchanges, 
are but trivial atoms? 


The Inevitability of Reaction 


You have never seen stocks go up and 
down without scores of reactions, big and 
little. You have never seen a flood tide 
or ebb tide without reaction—that constant 
swashing ahead that could not sustain 
itself and had to come back again to the 
main body. It makes no difference where 
you look, you'll see it. It isn’t a Wall 
Street peculiarity—it’s everywhere and in 
everything. Stir any liquid and you'll see 
it. Strike a wire and see it. In all your 
thirty, forty, sixty years have you ever 
seen anything that did not run to an ex- 
treme, farther than it could sustain itself, 
and have to come back again? Was it 
fear? joy? love? ambition? war? peace? 
stocks? success? 

Are we not justified in concluding from 
what we see of reactions on all sides. of 
us that a force, any force, can impress 
farther than it can sustain, and that this 
is an infinite law? Would this not at least 
be a more scientific basis to trade on than 
that the “buying of Union looks good?” 
If there can be no cause without an effect, 
and that law be infinite, is it not just as 
true in Reading as in anything else? If 
the line of least resistance be an infinite 
law, is it not just as true in Steel as in 
water running down hill? 


The Mover Moved 


The fact is, you are up against a big 
law here that moves Morgan to move 
stocks. It is the law, not Morgan, or 
others like him, that is master of every 


Ninth Lesson 


About Reactions—Confessions of a 
Newspaper Man—Students’ Queries 


instant. Trade on that basis and you'll 
eventually win out; trade on any other 
basis and you'll be stripped to your shoe- 
strings. That law is in every breath of 
the universe. In every movement, no mat- 
ter of what nature or cause, a certain per- 
centage is unsustaining, exaggerated, and 
has got to come back, as surely as the 
stone is tossed up. 

Meet a physicist and he can tell you 
that the effect of an explosion is as the 
square of the distance from the center of 
the explosion. Any high school lad can 
tell you that when a tuning fork vibrates 
256 times to the second it will create an 
air wave four feet four inches long. Who 
in the Street can tell you today how many 
times or how far Union or Reading will 
vibrate when struck by this or that blow? 

The man who invests his dollars in ac- 
cord with natural laws is a reasoner, a man 

“to be respected, and he will succeed; but 
the one who puts them on “manipulation,” 
the sovereignty of man, is a mere trembl- 
ing jellyfish, a creature of instinct and 
impulse, and he will eventually fail. 

There are many causes for reactions 
and there are also many advantages in 
them—advantages both to the market it- 
self and to the trader or investor who is 
trying to interpret the various movements 

Among the causes for reactions are the 
following: The market for a stock wil! 
become overbought, that is, the buying 
power for the moment will be exhausted 
As every movement in the market repre 
sents a contest between buyers and sellers 
it naturally follows that in the more or 
less complete absence of buyers, the sellers 
temporarily have the upper hand, and the 
pressure of their selling produces the re 
action. It is immate’ ial whether the seller 
are composed of fit or traders, large oper- 
ators, or those sen i-professional outsiders 
who, but a momen! previous, were buying; 
the effect is the same. 


The Advantage of the Floor Trade! 


Many of the small daily swings of the 
market are the result of buying or selling 
by floor traders. When a stock slides off 
a point or more, the nimble scalper on the 
floor will take a chance on the long side, 
just because it has had that one point de- 
cline. If Reading breaks from 154 to 153, 
and the pressure of the selling orders 
seems to be letting up, he will take on 500 
or 1,000 shares for the sake of % or %4 
point profit, and while the volume of such 
buying may be small in proportion to the 
selling which preceded it, its effect is 
quickly felt because of the small re- 
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cistance offered at the time. This will ex- 

plain many of the % and % point rises 
nd dips, which are extremely difficult, in 
act almost impossible, for the office 
‘ader to catch, but which are a constant 
yurce of profit to those who trade on the 
oor and pay no commissions. 


It is pretty generally recognized that a 
ormal rally is about half the previous 
ecline, and an ordinary rise is likewise 
lowed by a reaction running about half- 
ay. This being generally, but not 
ways true, we have in reactions an im- 
portant indication for use in reading the 
:iarket. No strict rules can be laid down, 
it the following will generally be found 
tue: A rally extending more than 
alfway is an indication of strength, 

id a decline amounting to more than 

alf the previous advance, is an indi- 

ition of weakness. 

If we could number the stock market 
moves it would be done by designating any 
i) itial movement as No. 1, and its half- 

ay reaction as No. 2. The reaction being 

mpleted, we must be on the lookout for 
tue next indication which will give us a 

ew to the inherent strength or weakness 
of the market or the stock which we are 
yatching. 


When a stock declines from 80 to 76, its 
normal rally would be 78. If it creeps 
up sluggishly to 77%4 and shows lack of 
rallying power, it must be considered 
veak, This is especially true if it is a long 

hile accomplishing this rally. On the 
ther hand, if the rally is sharp and covers 
nly a short period of time, we are given 
an indication that the stock was scarce at 
ie low level, and that there is an active 
emand either from shorts or bull specu- 
itors and investors. 

Having rallied the two points, a reaction 

lecline) of one point is in order. This 
might be called movement No. 3. Should 
his extend only five-eighths or three- 

iarters of a point, it indicates strength 

the technical position of the stock, par- 
ticularly if it passes through a compara- 
vely long interval without declining 
further. 


Not a Set Rule 


We do not wish to be understood as 
s.ying that when a stock advances four 
ints it should react two, this half-way 
nark being more or less a normal reaction 
simply a theoretical measuring point. 
it reacts more than that it is apt to 
dicate weakness; less than half, strength. 
ut, of course, there is no set rule ahout 
is and it is all a matter of interpretation 
ith relation to what else is going on in 
e market at the identical moment. If 
aiter a rise to 78 it breaks off again 
lickly to 76% or 76%, the inference is 
at the buyers were mostly short and, the 
l-mand from this source having been 
minated, the stock has assumed a weaker 
chnical position, owing to the compara- 
re absence of buyers. 
It must be remembered that, having 
ught a stock, the buyer thereby as- 
mes a bullish position, but as he can- 
ot take a profit or loss without selling, 
is a potential seller, and the only thing 
can do, viz., sell, will have a bearish 
fect on the market. In the same way, 
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any one who is short, though at heart a 
bear, is a potential buyer, because he can- 
not close his transaction without purchas- 
ing, and therefore influencing the market 
in an upward direction. So when a large 
number of shorts have covered, the de- 
mand from this source is exhausted, and 
sellers are immediately thereafter likely to 
dominate the market price. 

To judge reactions accurately, there- 
fore, is to measure the momentary buying 
and selling pressure. And carefully to 
compare and judge the length and im- 
portance of the first, second and third 
movements in relation to the preceding 
movements, is a matter of expert market 
interpretation. Look over any graph, and 
you will find that it consists of numerous 
primary and secondary swings as well as 
those of less importance. The tops of the 
rallies show where the greatest selling re- 
sistance is encountered, and the bottoms 
of the breaks indicate the main supporting 
points. 

A quick and violent primary movement 


is apt to be due to some development of 
great importance to an individual stock 
or to the whole market; and the probabil- 
ity that the new level of prices will be 
maintained depends upon whether this 
primary movement had a sound basis. The 
most substantial movements, however, are 
those of steady growth. In such move- 
ments the reactions are simply indications 
of pressure. They show how strong the 
selling pressure is, and whether buyers 
are ready and willing to take advantage of 
setbacks to purchase more stock. How 
long would a bull market last which 
started from panic levels and shot upward 
to boom prices within a couple of months? 
It would be a case of mushroom growth 
and could not be sustained. A market 
which gradually works into higher levels, 
and where the supporting points are 
steadily raised, is a normal bull market. 
Its graph record looks like a flight of 
steps, the extremes of the minor fluctua- 
tions representing merely temporary ex- 
cess of buying or selling. 





Confessions of a Newspaper Man 
Newspaper Financial Gossip As Revealed by One Who Knows 


66 AM very glad to see that you are 
undertaking to educate the traders 
and investors who read your peri- 

odical, and I believe that a large number 

of others will thereby be attracted to your 
valuable publication. 

“As a newspaper man I wish to add my 
contribution to this very worthy cause, by 
saying that the average man who comes 
into Wall Street pays entirely too much 
attention to the financial opinion and gossip 
contained in the daily newspapers. For 
many years I have been engaged as the 
head of the financial department of a cer- 
tain daily newspaper, and it was my busi- 
ness to collect data and information con- 
cerning the various markets of this coun- 
try. I therefore feel quatified to say that 
the items containing the so-called com- 
ments on the market, or interpretation of 
the market’s previous action as we find it 
in many of the newspapers, are not entitled 
to the respect which is given them by those 
who are dealing in securities, because they 
relate to what has happened and seldom 
have any material bearing on the future. 

“As it is this future which should be 
the first consideration of any one who ex- 
pects to invest profitably or trade success- 
fully, I wish to go on record as saying 
that the future of the stock or bond mar- 
ket is not to be found in the columns of 
the newspapers. The present and the past, 
yes; but not the future. This is some- 
thing that the investor must learn to figure 
out for himself. 

“He should bear in mind that the re- 
porter gathers facts, rumors and so-called 
information which merely reflect what has 
already been discounted in the market 
prices for stocks. The newspaper man is 
not a seer, forecaster or a clairvoyant, but 
merely one who reports the events that 
have already occurred, and the sooner the 
would-be successful investor or operator 
understands this clearly, the sooner will 


the financial columns of the newspapers 
take their proper place in his mind. 

“It is all right for the student to take 
out of the financial columns the facts that 
really have a bearing on the future and 
with these as a basis endeavor to come to 
his own conclusion as to what the market 
is likely to do. But the proof that this is 
not generally recognized or practiced is 
found that in my daily journeys in and out 
of the brokerage offices, the question I en- 
counter wherever I go is the same: “What 
do you know?’ They seem eager for in- 
formation. They want to be told what to 
do, what to buy, what to sell, but they 
don’t seem inclined to think things out for 
themselves. I wonder if they run their 
own business that way ?”—C. H. M. 


STUDENTS’ QUERIES 


Communications should be on a separate 
sheet of paper, addressed to The Professor. 
Space will be given to those subjects which are 
most in demand and will be printed as soon as 
there is room for them in this column, 


How can I use the put and call method 
to protect my trades? 


You can use puts and calls to protect 
your trades, but this is practical only in 
certain instances. For our part we prefer 
stop orders to puts or calls. If you are 
long of 100 U. S. Steel common at 106, 
and the market is very dull, and you wish 
to secure protection by means of a put on 
Steel, you would probably have to pay 
$150 for a put at 103, which means that 
at any time during the life of the privi- 
lege, say thirty days, you would have the 
right to deliver 100 shares of Steel com- 
mon at 103 to the person who signed the 
privilege. This would be an advantage if 
Steel common should suddenly break to 
95; that is, even while the stock were sell- 
ing at that figure, you could deliver the 

(Please turn to page 463) 
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(BUILDING YOUR FUTURE INCOME | 
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Go Ahead and Spend It! 


E a spendthrift. Spend every 
B cent you can call your own. 

The more you spend the more 
we'll admire you. 

Buy a house. Buy the very best 
darned house you can find. Buy it 
at the best price you can get, of 
course; see that the cost of owning 
it will not be more than you can 
manage to scrape together; be careful about a 
clear title, and such things; but buy it! (You 
could raise money by mortgaging it, at any time, 
if you liked.) 

Buy furniture to put in the house. Buy the 
very best furniture the stores will let you have— 
good, strong, substantial furniture, of course, 
but furniture that anyone would be proud to 
have just the same. Get a little unbiased criti- 
cism before deciding, so you won’t clutter up 
your place with monstrosities. If your imme- 
diate cash on hand isn’t enough to equip the 
whole house at once, equip it room by room; 
if your cash isn’t enough to equip it room by 
room, equip it corner by corner; but equip it! 
(Good furniture can be made security for a 
chattel mortgage in times of stress.) 

Buy some Insurance—lots of Insurance, in 

fact—the more the better. Buy all the In- 
surance you can carry. Select your Insurance 
with an eye to Protection, at the start, for Pro- 
tection is the primary purpose of Insurance and 
the cheapest form of 
Insurance to be had. 
Select it with an eye 
to your children’s edu- 
cation, after that. Se- 
lect it with an eye 
to your own—and 
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your wife’s—old age, after that. But 
get it! (You'll be able to borrow 
money on it to spend on something 
else, soon.) 

Buy some Securities. Start out 
with a hundred dollars’ worth of 
bonds, first, if that’s all you happen 
to have with you. If you haven’ 
even that much with you, bu; 

something like these Guaranteed Railroad 
Stocks—often_to be had, in odd lots, at 
few dollars apiece. If you haven’t even that 
much, buy some Building & Loan Certificates, 
which you will find available at the rate of 
two or three dollars a month. Buy these 
securities for their Income Merits; but buy 
them! (Investment securities will produce 
60% of their value in the form of bank loans 
most any time.) 

Got anything left over? Don’t hang on to it 
Spend it! Spend it! 

But spend it on real, tangible and negotiable 
property. 

That’s the sort of property it’s the fullest, 
realest satisfaction to have. It’s the sort o! 
property people will envy you most for having. 
It’s the sort that costs most, and it ought to 
appeal to you for that reason even though it 
does last longest. It’s the sort you can’t manage 
to have too much of, and which will bring th: 
fullest happiness and luxuries and comforts o! 

life to you. 

Lavish buying of real, 
tangible and negotiable 
property has turned 
many a spendthrift into 
a millionaire. Go ahead 
and buy! 
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Ewing Galloway 


N the last one of these informal talks 
to home-owners, I suggested a few 
more or less generalized rules which 


it seemed to me an intending owner might 


t 


ll take into consideration before select- 
r the site, or location, of the home he 
d in mind. Among these rules was one 
ving to do with the question of whether 
not the property was “improved” or 
improved”; and about this question of 
provements I threatened to have more 
say at my first opportunity. 
The present looks like the opportunity. 
The term “improvements,” as used here, 
ers to such installations as road pave- 
nts, sidewalks, sewers, etc. By “im- 
ved property” is meant property enjoy- 
all of these advantages; by “unim- 
ved property” is meant property which 
oys none of them. 
It is more or less obvious that prop- 
y located in, or on the outskirts of a 
mmunity having any tendency toward 
ywth at all will have to have such im- 
yvements as these, sooner or later. 
ey are part and parcel of a communi- 
Ss equipment, and essential to the com- 
t and well-being of its residents. 


What the Home-Owner Should 
Consider 


There are three angles from which the 
ending home-owner needs to consider 
s improvement question; first, from the 
indpoint of living comforts; second, 
ym the standpoint of ‘the investment 
ilities of his residence, and third, from 
standpoint of what might be called 
icertified expense,” or potential added 
pense, of uncertain amount, likely to be 
led to his capital investment. 
Of the first angle—the angle of “living 
mforts”—little needs to be said. It is 
f-evident that a home which does not 
joy such improvements as I have speci- 
1 will be lacking in some degree of 
nfort and livableness. 
The second and third angles—invest- 
nt qualities of the home and “uncerti- 
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If I Were Building 
—or Buying— 
a Home 


2—Precautions I Would Take 
As Regards “ Improvements 


” 


By Jason THOMAS 


fied expense”’—are, in a 

broad way, one and the 

same thing, and therefore 

may be considered together. 

Improvements, from the 

investment-and-cost point of 

view, are subject to widely 

different regulations in dif- 

ferent communities. For ex- 

ample, in some communities 

improvements cannot be in- 

stalled without the consent of the property- 

owners immediately benefited, whereas in 

other communities improvement projects 

derive their authority from all the prop- 

erty owners of the place. Also, it is some- 

times the law that a large portion of the 

expense of installing improvements shall 

be borne, by the property owners imme- 

diately benefited, while at other times the 

cost is pro-rated and borne by all the 

property owners, reflecting itself in the 
tax rate. 

Where improvement-costs are dis- 
tributed over all the tax-payers of a com- 
munity, the cost to any individual resulting 
from a single improvement project are 
naturally considerably smaller than in the 
opposite case. On the other hand, or.'s 
liability becomes extended over an area 
just so much broader. 

At any rate, it is certain that for an in- 
tending home-buyer to settle upon a com- 
munity or a special location without care- 
ful investigation of the improvement ques- 
tion is for him to take no little risk. 


A Case in Point 


As an instance of what improvement- 
charges can do to a home-owner’s budget 
where the benefiting property owners bear 
the brunt of the cost, the example may be 
cited of a case brought to my notice a 
while ago of a man who bought a home 
for $5,250. This individual had not, evi- 
dently, taken his improvement-liability 
into consideration, if indeed he had 
thought of it at all; and so the shock was 
considerably greater to him than it might 
otherwise have been when, shortly after 
moving in, he received a bill of $380 for 
a new street pavement; another bill of 
$135, representing his share of a district 
sewer assessment; and, finally, a spécial 
assessment. of no less than $340 for “open- 
ing new streets.” In addition to the fore- 
going, this individual received a tax bill 
of $364, and reports that he had to pay 
the city “for interest and other charges” 
the further sum of $504. 


In other words, due to improvement 
charges alone (disregarding taxes and in- 
terest, etc., paid the city), this poor fellow 
found he had to increase his capital in- 
vestment by some eight-hundred dollars, 
or around 16% of the original cost of the 
place. 

I believe this to have been an exagger- 
ated and most unusual case. For one 
thing, this individual was a speculator— 
that is, had bought the property in the 
hope of turning it over soon at a profit 
and without any idea of locating there 
himself—and so he had chosen a plot in 
an entirely new development district, 
whose merits consisted largely in the ex- 
orbitant recommendation of the salesman. 
The community not only had to be built 
up in this case, but it still had, even, to 
be opened up. Under the circumstances, 
the excessive improvement-charges were 
more or less inevitable. 

At the same time, this unusual and ex- 
aggerated case serves a purpose in so far 
as it emphasizes the limits to which im- 
provement-charges can go. It gives a 
pretty impressive illustration of the im- 
portance of (1) finding out what the ordi- 
nances, as concerns improvements, are of 
the community, in which you are thinking 
of locating, and (2) noting what, if any, 
improvements of the sort specified are 
lacking in the community, or district, 
under consideration and (3) taking the 
possibility of an improvement assessment 
into consideration, either as regards your 
capital investment or, if you prefer, your 
carrying costs, so that, should such an 
assessment develop, you will be ready and 
prepared to meet it. 





THIS IS THE SECOND— 
of a series of practical articles 
to appear here, dealing with the 
problems of home-building and 
home - buying. It is believed 
that, in each article in the series, 
the intending home-owner will 
find a very pointed suggestion 
or warning that will help him 
“keep out of trouble.” 











- How Small Investors 
May Overcome 
The Obstacles in the Way of Success 


A Suggestion, Founded on Actual Prac- 
tice, Whose Advantages Seem Manifold 





of interest, a portion of the 





HE small investor, strug- 

gling to attain financial 

independence, finds him- 
self confronted with many 
handicaps peculiar to his kind 
alone, 

(1) He cannot buy many 
of the most excellent invest- 
ment bonds, because of the, 
for him, over-high denomina- 
tions in which they are issued. 


The many subscribers who have asked for 
copies of the ARTICLES OF AGREEMENT 
used in the Investment Association described 
by Mr. J]. L. Monarch in our June 9th issue are 
referred to the reprint of these ARTICLES 
(obligingly furnished by Mr. Monarch) con- 
veyed on the page following. 


earnings it (the Bank) is abk 
to secure is, in a perfectly prac 
tical sense, operating on th 
Investment Association prin 
ciple. 

The Building & Loan Asso- 
ciation, which sells its own se- 
curities to investors, loans the 
funds thus collected to an in 
finite number of home-builders 
pays its own shareholders, i: 





(2) He cannot, to as great 





an extent as would be de- 

sirable, diversify his security pur- 
chases, thus reducing the average-risk 
assumed, because of the over-large capi- 
tal satisfactory diversification requires. 

(3) He cannot, on orders for pur- 
chase or sale of securities, secure the 
“better execution” that is accorded 
dealings in full-lots, because he cannot 
afford to deal in full lots. Instead, he 
must be contented with odd-lots, which 
is to say lots of less than 100 shares. 

(4) Scientific or professional advice, 
special opportunities, comparatively 
high interest return—these advantages, 
in the greater degree that they are 
often enjoyed by the wealthy men, are 
generally beyond his reach. 

Is it any wonder, with all these handi- 
caps standing in his way, that the average 
small investor’s progress toward financial 
independence becomes painfully slow? 

Is it any wonder that many well-inten- 
tioned investors, hopeful though they may 
have been at the start, become discouraged 
long before their goal comes within sight? 

Or that their discouragement develops 
into impatience, their impatience into reck- 
lessness, and their recklessness into—ruin? 


Can the Handicaps Be Removed? 


Granting that these handicaps do exist, 
and that they confront the small investor 
at every turn, one wonders if there is not 
some way of surmounting them—or of 
removing them from the investor’s path. 

And as one’s thoughts travel over this 
plan and that, this idea and that, in the 
search for the “way out,” one is finally 
led to wonder whether the principle of 
the Investment Association is not the best, 
if not the only, solution? 

The Investment Association, so-called, 
is merely a method of pooling the 
financial resources, the brains and the 
energies of a number of investors. 

In the last analysis, it is a simple me- 
chanism. whereby, say, ten men are en- 
abled to invest ten times as much money 
as any one of them could invest, with the 
element of risk reduced to one-tenth what, 
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in the case of the individual investor, that 
risk element would necessarily be. 

It suggests a way round each of the 
handicaps the small investor encounters. 
Thus, 

(1) Through membership in an In- 
vestment Association, the investor 
might become able to buy at least a 
part interest in many of the excellent 
investment bonds which, because of 
their over-high denominations, are not 
now available to him as an individual. 

(2) Diversification of his purchases 
on a scale reckoned according to the 
mumber of other persons in the Asso- 
ciation would become possible. Thus, 
ten men, as an Investment Association, 
would theoretically be able to spread their 
joint commitments over ten times as many 
different securities as any one of them 
could do alone. Actually, of course, the 
increase in degree of diversification might 
not be quite so large. 

(3) In larger measure than would be 
possible for individuals, the Invest- 
ment Association could deal in full- 
rounded lots, as opposed to odd-lots, 
to the obvious advantage of its mem- 
bers. 

(4) The Association, having ten 
times as much capital as the individual, 
would assume a position of that much 
greater prominence and importance in 
the investment world. As a unit, it 
could, in varying measure, secure unto its 
members benefits of various sorts which, 
in all probability, they would not other- 
wise enjoy. 


Not a Particularly New Idea 


The impression should not be gleaned 
that the principle of the Investment Asso- 
ciation is new, unique, untried. 

On the contrary, it is one of the oldest 
and most fully exploited principles of 
finance. 

The Savings Bank, which invests the 
joint accumulations of its depositors in an 
infinite number of mortgages and securi- 
ties and pays its depositors, in the form 


the form of interest, a portior 
of the earnings, it is resultantly able t 
secure is, in an equally practical sense 
operating on the Investment Associatior 
principle. 

Probably the most perfect exemplar o 
the Investment Association idea, however 
is to be found abroad—in England—unde 
the guise of the Investment Trust. Here 
a number of institutions, for well ove: 
sixty years, have operated on the tru: 
principle of the Investment Association. 

A particularly intelligent description o 
these British Investment Trusts will b 
found on page 822 of this Magazine fo 
October 15, 1921, in a descriptive analysi 
written by Mr. James Taylor Larimor« 
Why put into new words what Mr. Lari 
more has expressed cogently and well ?- 


investment trust was 
established as a remedy for existing 
economic conditions. England had be- 
come, early in the nineteenth century, @ 
developed country. Her industries had 
been organized, her roads built, her mines 
opened and operating, and her land culti- 
vated and producing. Domestic premiums 
for the use of capital were no longer an 
inducement to the investor. The time had 
arrived when the savings and the ac- 
cumulated wealth of the country were 
forced to secure the benefits from the 
higher interest rates abroad. The acute- 
ness of the situation made it necessary to 
introduce some form of foreign investing 
applicable to small and large investors 
alike, and the establishment of investment 
trusts resulted. 

“The investing accomplished by these 
organizations enabled the investors to se- 
cure a distribution of risk not only over 
many different securities of various types 
of industry, but also over different 
geographical areas. The individual in- 
vestor secured the benefit of a judgment 
far superior to his own in the investing 
of his money, as the trustees had facili- 
ties for investigating and watching each 
of the many investments made by the 
trust. The trustees became acquainted 
with the various investing methods, the 
financial history, the economic position 
and the laws and customs of the different 
countries, which would be manifestly im- 
possible for the individual investor. With 
this knowledge they were able to secure 
safely, for the stockholders, the high in- 
terest offered in foreign countries. In 
short, these investment trusts acted as 
“composite investors” for the thousands 
of their stockholders, each of whom, aside 
from the advantages stated, secured a 
proportionate interest in each of the 
many investments made by the trust. 


“The British 
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“These trusts have paid, to their stock- 
holders, dividends ranging on an average 
of between ten and fifteen per cent. per 
annum on the common shares. At the 
present time there are approximately one 
hundred and forty of the trusts whose 
securities are listed on the London Stock 
Exchange.” 


Nor is the principle of the Investment 
ssociation itself new or untried in this 
untry. On the contrary, there are cer- 
inly a few, and probably dozens, of such 
ssociations in actual operation over va- 
mus parts of the country at the present 
me. 
One of the simplest of these Associa- 
ms—simplest, that is, in its Articles of 
greement and in its mechanical work- 
gs—was described by a reader of The 
agazine in the June 9th issue. 
This reader, according to his recital, 
}ad tired of the difficulties and handicaps 
iat beset the small investor who travels 
one. He, and nine friends of his, had 
cotten together with the intent and pur- 
ise Of devising a way out. 
They thereupon formed their own In- 
stment Association. 
And their results since (as brought out 
the issue referred to) have demon- 
rated, so far as any demonstration 
ould be possible considering the com- 
iratively short period of operation, the 
itentialities of the idea. 


What Should Articles of Agree- 
ment Be? 


One might be led to assume that, in 
rming an Investment Association, ex- 
haustive and exhausting research would 
ive to be conducted prior to drawing 
p the Articles of Agreement. 

Such, however, does not seem to be the 
ise. 

“Not more than one-twentieth of the 
sued Share and Debenture Capital shall 

invested in any particular security 

ther than Government Stocks, Public 
unds, or Securities of the United King- 
dom; no investment shall be made in the 
Shares of Companies upon which there 

unlimited liability; not more than one- 
twentieth of the capital in all shall at any 
me be invested in Shares of Companies 
ith limited (and uncancelled) liability, 
nd then only with the unanimous consent 
f the directors.” There are the most 
rigorous restrictions deemed necessary by 
ne of the oldest of the British Invest- 
ent Trusts, insofar as selection of com- 
litments is concerned. 

As for the restrictions, included in the 
rticles of Agreement, applying to the 
actual management of an Association, the 
ithority vested in its chief official, and 
ie freedom of action of its members, 
e can hardly do better than reproduce 
the complete Articles of Agreement drawn 
p and adopted by our friend Mr. Mon- 
‘ch’s Association. The reproduction is 
offered herewith. Its simplicity is worth 
noting. 


Investment Associations Not Fool- 
Proof 


One more word remains to be said on 

tie subject of the Investment Association 
‘a before bringing this sketch to a close. 
hat is: They are not fool-proof. 
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it is more or less obvious that, it im- 
vestment commitments are to be selected 
by a single individual, or a group of indi- 
viduals acting as a committee, a thorough- 
going knowledge of the science of invest- 
ing money will be an absolute essential. 

The mere fact that funds are invested 
jointly rather than individually, is no 
guarantee against loss. 

If those who may be impelled to or- 
ganize such an Association by what they 
have read here will bear this warning 


word in mind, much disappointment may 
be avoided. 

The soundness of the Investment Asso- 
ciation idea, however, seems established 
beyond question. It meets the require- 
ments of the old adages: 

Two heads are better than one— 

Don’t put all your eggs in one basket— 

Many a mickle makes a muckle— 
—and, if its meaning rather than its asso- 
ciations be considered: 

In union there is strength. 





Articles of Agreement 


of the Hunamed Investment Assoriation 


We, the undersigned, do mutually agree to organize the Unnamed 
Investment Association, for the purchase of shares of stock of reputable companies 
listed on the New York Stock Exchange, under the following conditions: 


. OE at an 


The as8P1G of the Association will be represented by ten (10) share cer- 


tificates; 


. Che holder of each share certificate agrees to pay to the Association the 


sum of $3.75 on the first and fifteenth day of each calendar month; 


Che MONPIY so collected shall be invested in the purchase of stocks on the 


part-payment plan; 


J 


Che shareholders shall select one of their number as Manager; his duties 
shall consist of collecting the sums due semi-monthly from the shareholders, 
of depositing this money in bank in a special account which he shall open as 
Trustee, of investing this money in stocks when sufficient has accumulated, of 
selling the stock so purchased, and of distributing dividends and moneys 
realized from sales of stock among the shareholders. Insofar as the share- 
holders can agree among themselves as to the course of action to be followed 
in buying or selling stocks, it is expected that the Manager will follow the 
wishes of the shareholders, but the Manager is authorized to make decisions 
when the shareholders are in disagreement, or to take action upon his own 
initiative when conditions warrant or demand. If, at any time, the share- 
holders shall so decide, dividends collected by the Manager, or money real- 
ized from the sale of stock, may be added to the moneys in bank to be 
applied to the purchase of new stock, instead of being distributed by the 
Manager among the shareholders. 


Tite the holder of any shares certificate wishes to withdraw 
from the Association, he shall surrender his certificate or certificates to the 
Manager, who is authorized to pay such shareholder the then market value 
of his share in the stocks purchased by the Association, plus his proportionate 
share of the market value of any stocks under contract but whose purchase 
has not been completed, plus his proportionate share of moneys on deposit in 
bank, from the sum of which a penalty of two per centum (2%) shall be 
deducted. If the funds available to make this payment are insufficient to 
permit the Manager to pay the shareholder in cash, the Manager is authorized 
to make, and the shareholder agrees to accept, a promissory note for the 
value of the certificate or certificates surrendered. This promissory note 
shall not bear interest and shall cover the period necessary for the accumu- 
lation of the money to pay it, without, however, defaulting on any payments 
due on outstanding contracts. The surrendering shareholder shall not par- 
ticipate in any profits or dividends accumulating after the date on which he 
surrenders his certificates. Such surrendered certificates shall be either resold 
or cancelled, as agreed upon by the remaining shareholders. 


af semi-imonthly payment on any certificate is in arrears, the share- 
holders of remaining certificates shall have the right to cancel such certifi- 
cate, upon the same terms and conditions as provided in paragraph 5 for the 
settlement of certificates of a withdrawing shareholder. 


. Ou case of disagreement upon any question not involving the actual 


buying or selling of stock (in which case the Manager has been authorized 
above to make decision), decision shall be determined upon a majority vote 
of the shareholders, each individual being entitled to one vote, irrespective of 
the number of certificates he holds. 


(The foregoing represents the Articles of Agreement, in full, as drawn up and adopted 
by the Investment Association described by Mr. Monarch in the June 9th issue of Tue 
Macazine oF WALL Street.) 
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The first of a new series of instructive articles: 


Just What Is 


An Ordinary Life Insurance Policy? 


By FLoreNce Provost CLARENDON 








The Insurance Department, broadening in character of service 
rendered with every issue of THE MaGazine, introduces a new 
series of educational articles beginning with this issue whose pur- 
pose it is to clarify the benefits and special characteristics of the 


various basic forms of Life Insurance. 


The facilities of the 


Department continue to be available to readers for the purpose 
of answering inquiries on Life Insurance problems and supplying 
all such special information as comes within its scope. 





IFE insurance reduced to its basic 
L principle consists in the combination 

of a large number of people to pro- 
tect one another against loss to dependents 
by death. It has been defined as “the 
transfer of risks of many individuals to 
one person or a group of persons.” But 
while the foundation of Life Insurance 
was laid through the need of family pro- 
tection against the untimely death of the 
breadwinner, another strong argument in 
its favor is that the modern life insurance 
policy offers one of the best and most con- 
servative methods of saving money. 

A man’s resolutions to save may be so 
strong that he could contract to pave the 
legendary Highways of Hades with his 
theoretic thrift, but permit him in a weak 
moment to be assailed by the temptation 
of some desired luxury, or by a plausible 
friend’s “sure tip” on the market, and the 
savings of years may be dissipated in a 
day. 

Life insurance helps to resist the temp- 
tation to spend money. Once a man lays 
the foundation of his estate by means of 
life insurance he has marked a milestone 
of pre-eminent importance in his career, 
because he has then provided that in event 
of his premature death his obligations will 
be met. Thus, a young man of ability 
with a future before him but no capital 
behind him may undertake obligations 
which he would not otherwise be justified 
in assuming, for he has provided against 
the emergency of his untimely decease. 

The premiums on a life insurance policy 
are payable at regular intervals, and the 
necessity for meeting them promptly acts 
as a stimulation in saving, while it aids 
in inculcating the cardinal virtue of sys- 
tematic thrift. 

The principal forms of life insurance 
policies may be generally classified as fol- 
lows: 

1—Ordinary Life; 
2—Limited Payment Life; 
3—Endowment; and 
4—Term. 


A closely affiliated form of insurance 
known as an “Annuity” may be classed 
with the sub-divisions above outlined. 


Sometimes Known as “Whole Life” 


The Ordinary Life and Limited Pay-’ 


ment Life policies are sometimes referréd 
to as “Whole Life” policies, because the 
sum insured is payable only at death. 
Such policies are primarily of a protective 
nature, and are usually taken with the 
thought of providing maintenance for de- 
pendents in event of the insured’s death, 
or providing for other obligations. 

The premiums for life insurance poli- 
cies may usually be paid either annually, 


semi-annually, or quarterly, while the pro- 
ceeds of the policy when a claim is mad 
may be paid to the beneficiary in one sum, 
in instalments over a stated period o 
years, or as an income during the lif 
of the beneficiary. 

THE ORDINARY LIFE POLIC\ 
provides for the payment of premium 
throughout the life of the insured. Thi 
form of insurance gives protection at 
very moderate cost and enables a man o1 
a limited income to obtain family protec 
tion while young at a low rate. It give 
the largest amount of permanent protec 
tion for the smallest annual cost. For ex 
ample, a young man age 28 can obtain a: 
Ordinary Life policy for $10,000 in a non 
participating company for an annual pre 
mium of approximately $168—less tha: 
134% per annum of the capital sum. Th 
same amount of protection if taken on th: 
20-Payment Life plan would cost him, a 
the same age, about $238 annually; whik 
on the Endowment form the annual out 
lay would run up to $405. It must be re 
membered, however, that policies writte: 
on the higher priced forms offer increase 
benefits in the way of larger cash, loar 
and surrender values, and if obtaine 
through a participating company the divi 
dend return is greater on the Limite 
Payment and Endowment plans than o1 
the Ordinary Life. 

The Ordinary Life Policy is the basi 








A policy is issued to John Jones on the Ordinary Life 


years of age. 


plan for $10,000 when he is 30 


The annual premium rate, non-participating, is $172. 


In consideration of this annual payment throughout John Jones’ succeeding life, the 
company agrees to pay the sum of $10,000 to his beneficiary upon receiving satisfactory 


proofs of his death. 
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form from which the various Limited 
Payment and Endowment plans have de- 
veloped. It provides excellent family or 
business protection at a very small outlay. 
lo the young married man with family re- 
ponsibilities and small salary, the middle- 
ged man of limited income, the pro- 
essional man who seeks the greatest 
yverage at the least expense, and firm 
vembers requiring partnership insurance 
yr the benefit of the business, the Ordi- 
ary Life policy supplies logical protection. 


The Principal Provisions 


The principal factors in the Ordinary 
ife policy may be stated in simple terms 
y means of the following illustration: 

A policy is issued to John Jones on 
the Ordinary Life plan for $10,000 
when he is 30 years of age. The an- 
nual premium rate, non-participating, is 
$172. 

In consideration of this annual oay- 
ment throughout the succeeding life of 
John Jones, the company agrees to pay 
the sum of $10,000 to his beneficiary 
upon receiving satisfactory proofs of 
his death. 

This is a brief statement of the primary 
enefit obtained under the Ordinary Life 
lan, and the reciprocal obligations of in- 
ured and company. There are, however, 
iany additional benefits granted to the in- 
ured. 

The privileges usually inserted in policy 
orms of the principal life insurance com- 
anies operating on a legal reserve basis 
n this country are as follows: 


(1) An allowance of one month’s time 
after the stated due date is generally per- 
(Insurance Department 


mitted for the payment of premiums. The 
insurance protection is continued during 
these days of grace, and no interest is 
charged for delayed payment of premium 
within this period. 

(2) An important and valuable privilege 
is the Surrender Value under the policy 
which is payable to the insured if he sur- 
renders his policy. This value may be 
taken in one of several ways: 

a. In cash ; 

b. In the form of a reduced sum of in- 
surance on which no further pre- 
miums need be paid; 

. As insurance for the full amount of 
the face value (in the case above 
outlined, $10,000) for a temporary 
period, without further premium. 

A table of the available values at the 
end of each policy year is usually included 
in the policies of the principal “Old Line” 
companies, and thus a policyholder can 
easily ascertain the surrender value of his 
contract in any year by reference to his 
policy. 

(3) Another interesting privilege in the 
modern policy contract lies in the manner 
in which the proceeds of the policy may 
be paid, various optional modes of settle- 
ment being offered whereby the sum in- 
sured may either be paid to the bene- 
ficiary in a lump sum, or in instalments 
in the form of a monthly, quarterly or 
annual income. Such instalments may be 
paid over a stated period of years, as for 
10, 15, or 20 years, or they may consti- 
tute an annuity payable throughout the 
lifetime of the beneficiary. 

(4) Still another privilege is that of 
changing the policy to another form than 
that originally chosen, as for example, the 
changing of an Ordinary JAfe policy to 
one on the 20-Payment plan by a proper 
adjustment of premiums necessary under 
the conversion. 


The Ordinary Life Policy provides 
maximum insurance of a permanent 
form at a minimum cost, and gives ex- 
cellent protection and security to the 
insured. With the payment of the first 
premium it creates an estate at a very 
moderate annual outlay on the part of 
the insured. 


continued on page 484) 
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Points for Income Builders 


Plain Definitions of a Few of the 
Terms Heard in the Shipping World 


N our last issue, a 
I few of the terms 
more frequently 
heard by investors in- 
terested in the steel 
trade were briefly de- 

fined. 
f Another industry 
= ~ having a considerable 
vernacular of its own is the shipping in- 
lustry, and some of its terms are defined 

n what follows: 


Tons D.W. 


D.W. Tonnage, or “deadweight ton- 
nage,” is that portion of a vessel’s carry- 
ing capacity used for certain definite re- 
juirements such as fuel, etc., which are 
ssential to the movements of the ship 
tself. In other words, d.w. tonnage is 
he ship’s tonnage capacity over and above 
hat available for cargo purposes. 


Displacement 


“Displacement” or “Displacement Ton- 
age” is the tonnage weight of the vessel 
tself, representing the amount of the ele- 
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ment in which it floats displaced by the 
weight of the ship. 


Cargo Tonnage 


Cargo tonnage, as its name irnplies, is 
the vessel’s cargo-carrying capacity. 


Passenger Movement 


Those who have been following the 
fortunes of the great shipping lines which 
ply between American and foreign ports 
fully realize the importance of the “Pas- 
senger Movement” which is merely an 
arbitrary expression signifying the num- 
ber of passengers 
of the various classes 
carried over the va- 
rious routes. In the 
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case of vessels plying between American 
and foreign ports, this movement has 
been seriously affected by our immigra- 
tion laws; thus, it is to the point to note 
that the great International Mercantile 
Marine, one of the largest operatives of 
passenger ships in the ocean service, is 
carrying third-class passengers at the rate 
of only about 300,000 a year today as 
against a rate of about 1,250,000 a year 
which prevailed before the war. 


Tons Registry 


The registered tonnage of a vessel rep- 
resents its carrying capacity as recorded 
at what is undoubtedly one of the most 
unique organizations in the world at this 
time, known as 


Lloyd's 


It is not easy to describe the Lloyd's 
organization. Primarily, its chief func- 
tion is to compile and tabulate, for the 
benefit of shippers and ship operators of 
all kinds and classes the vast quantity of 
statistical and other information which is 
essential to shipping ventures. To such 
a degree has the Lloyd’s organization de- 
veloped its information service it has been 
said—no doubt with all accuracy—that 
the exact whereabouts and complete de- 
scription of any vessel at any time can 
be instantly determined through the 
Lloyd's offices. 

Lloyd’s is equally famous, perhaps more 
so, for its insurance activities which have 
been developed to a degree where the 
company is willing to “insure” clients 
against almost any imaginable 
gency. 

The investor encounters reference to 
Lloyd’s most frequently in connection 
with shipping statistics of various kinds 
which this organization compiles 
issues regularly just as the Dunn 
Bradstreet agencies compile and 
financial information in this country. 

So successful has Lloyd’s been in its 
innumerable activities—and so scrupulous 
—its signature is recognized and honored 
all over the world. 


contin- 


and 
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issue 


Charter Party 


Every vessel that sails has a certain 
cargo to carry to a certain destination, or 
a certain cargo to obtain, and undertakes 
to accomplish its purpose in accordance 
with stipulations agreed on between the 
shipper and carrier prior to the vessel's 
leaving port. The specifications compose 
the contract agreement under which the 
services of the ship are procured, and the 
contract itself is 
known either as the 
Charter or the Char- 
ter Party. 




















Special, Enlarged 
Public Utilities 


Section 


The Modern Trend in Regulation of 
Public Utilities 


How the Present Attitude Has Developed—Why It 
Presages a Long Period of Reasonable Co-opera- 
tion Between the Industry and the Public It Serves 


By ROBERT A. SIMMONS 


BaAlTING the public utility companies, while still a popular pastime, 


promises to lose its effectiveness. 


Indeed, as reflected in the newer 


attitude of Public Utility Commissions, and, even more important still, in 
the recent decision of the United States Supreme Court, described in this 
article, it is becoming more and more evident that the public utility com- 
panies have passed the time where they need fear drastic political action 


on the part of interested politicians. 


It is recognized now more than ever 


that the public utility company plays an integral part in community life, 
and that tf it is to continue to give adequate service, it must have returns 
commensurate with the worth of the services it renders. It is now especially 
clear that the newer state of things is having and will continue to have an 
encouraging effect on the destinies of public utility properties, a prospect im 
which the investor is naturally interested. 


HEN the United States Supreme 

Court, on May 21, declared that 

reproduction costs would have to 
be considered in fixing the valuation of 
public utilities by rate-making commis- 
sions, it laid another stone on the bulwark 
which has steadily been built up during 
the last thirty years to protect the utilities 
against the attacks of hostile political 
bodies. From the time when the courts 
used to stand aside, declaring that they 
could do nothing about the matter, to the 
present, when they actively overthrow 
rulings of State commissions, there has 
been a steady progression, each decision 
paving the way for the next. 

The full bearing of the latest of these 
cannot be realized without the background 
of how the courts came to assume such 
powers, and how they are like- 
ly to utilize them in the future. 

This increasingly aggressive 
attitude of the courts in favor 
of the utilities has anticipated 
by several years a similar turn 
in public sentiment. Time was 
when the whole fare and bill- 
paying public would rise in 
arms against any suggestion of 
rate increases; now, to say the 
least, they arouse little resent- 
ment, and in some quarters 
there is even a disposition to 
view the whole matter dispas- 
sionately from the standpoint 
of the best permanent interests 
of the community. 

Even before this, however, 
the courts had expressed the 
newer attitude in a series of 
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decisions which we shall rapidly review 
as the background of a forecast of what 
the future of the utilities is to be, so far 
as their legal status is concerned. 

The basis of these decisions is that part 


CHIEF JUSTICE TAFT 


Of the Supreme Court of the United States. In a recent session of 
the Court a decision was rendered, read by Judge McReynolds, de- 
claring in effect that reproduction costs would have to be considered 
in fixing the valuation of public utilities by rate-making commissions. 
This decision is generally considered an important step toward 
strengthening the position of our Service Corporations, and reflects 
the more reasonable attitude taken toward such corporations by the 


average citizen of today. 


of section 1 of the Fourteenth Amend 
ment which says: “. . . nor shall an 
State deprive any person of life, libert 
or property without due process of law 
Among the things that this statement lef 
for the courts to determine, were, wha 
is a person? what is deprivation of prop 
erty? what sort of things may be include: 
as property? and above all, what is du 
process of law? 

As we look back on this development 
we see that it has been in the directio 
of more and more “liberal” interpretatior 
broadening the meaning of each of thes 
terms, making more and more allowanc 
for the rights of corporations as leg: 
“persons,” and breaking down the stric 
and formal interpretation of the law o 
which the commissions relied in thei 
efforts to hold down the utilities. 

We must remember the historical con 
ditions under which the Amendment wa 
passed. The Civil War was just over 
the South had not yet been “reconstructed 
or readmitted to the full rights of sover 
eign States; the passions aroused by th 
war, the assassination of President Lin 
coln, the misrule of newly-freed negroe 
and of Northern “carpet-baggers,” al 
operated on the minds of the Reconstruc 
tion Committee of Congress which frame: 
the Amendment, which was in the hand: 
oi the negrophile “radical” element of the 

Republican party. 

At least one of the purpose 
of the framers of the Amend 
ment, therefore, was the pro 
tection of the Southern negr: 
in his newly acquired rights 
Whether, as Roscoe Conklin; 
later argued in 1869, they als: 
intended to get rid of certai 
old abuses in corporation law 
is another question. 


The Supreme Court itsel! 
did not believe so, at first. In 
the New Orleans Slaughter 
House cases of 1873, in the 
Granger cases of 1876, and as 
late as the Ruggles case of 
1883, the highest court of the 
country maintained that the 
Fourteenth Amendment must 
be strictly construed, that un- 
der it corporations had no 
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resress against official bodies, and that a 
judicial review of the actions of an ad- 
ministrative body was not legal. 

But already great forces were operating 
to break down the rigidity of legal prece- 
lent. With each step in the technical im- 
provement of the utilities, and their rapid 
xpanhion as the country grew, as step by 
step the West was conquered and new 
»omes found for the hundreds of thou- 
ands of immigrants who came in each 
year, the utilities involved increasingly 
irge amounts of capital. 

Big business was the focus of growth 

f the United States, and the attitude of 
ieglect which left it to deal alone with 

cal commissions and politicians, an atti- 
ude which might have been justifiable in 
he days when business was small and un- 
rganized, was no longer possible. The 
ontact of legal authority and expanding 
usiness came through the great corpora- 
tion lawyers, like Conkling, Hanna, Pratt, 
nd in more modern times Gary, Root, 
Hughes, and others. In their early prac- 
tice they acquired an intimate knowledge 
if the legal needs of modern business, 
which served them in their later careers 
is senators, judges, and officials, to voice 
he demands of the most enterprising and 
irticulate and fastest-growing of the 
conomic interests of the country. 

By 1889, when the Chicago, Milwaukee 
& St. Paul Railway Co. challenged rates 
set by the Minnesota commission, Justice 
Blatchford was able to announce that it 
was up to the courts to determine what is 
‘reasonable rate.” So far, however, this 
meant merely that the courts had a right 
to intervene when it felt that certain rates 
were confiscatory. In 1894, in the case of 
Reagan vs. Farmers Loan & Trust Co., 
this principle was extended to mean that 
the courts could review all rates, and could 
therefore see to it that the utilities had not 
nerely a starvation wage, but a living 
vage. 

A Classic Case 


In 1898 came the classic case of Smyth 
vs. Ames, in which for the first time the 
asic principle was laid down that the 
itilities were entitled to a “fair return on 
i fair valuation,” by Justice Harlan, who 
had dissented from the majority opinion 
is to the helplessness of the courts as far 
back as the New Orleans and the Ruggles 
~ases. 

Still there was no official judicial state- 
nent of what the “fair return” should be. 
In the Milwaukee Electric Railway case 
f the same year it was held that the road 
vas entitled to a 5% return. Eleven years 
ater, in a case brought by the Consoli- 
lated Gas Co. of New- York, the “fair 
eturn” was fixed at 5%, and in the Shep- 
hard case involving Minnesota railway 
ates the court held that 7% constituted 
. “fair return.” Since then in various de- 
isions 7 to 8% is held to be “fair.” 

The other half of the question raised by 
he Smyth vs. Ames decision, “what is a 

(Please turn to page 464) 


* How Much Has 
Utility Cost Situation 
Improved? 


By RICHARD H. SMYTHE 


confidence in the future of the pub- 

lic utilities is directly traceable to 
the unfortunate experiences of some 
utility investors during the great boom 
of 1919-1920. At that time all the impor- 
tant factors in the cost of operation of 
public utilities: wages, materials, interest 
rates representing the cost of credit, all 
rose at the same time, while the rates 
fixed by commissions representing the 
companies’ income were raised only with 
difficulty and after long delays, in many 
cases after the mischief was done and the 
companies in bankruptcy. 

Since it has been generally recognized 
that business prosperity has returned since 
early 1922, many investors have feared 
that the “boom,” in the course of its de- 
velopment, would present features as un- 
favorable to the utilities as the last boom 
did. It now appears that this view was 
mistaken in assuming that all booms work 
the same way, and have similar effects. 

The present boom, from the standpoint 
of the public utility operator, has been 
distinguished from the preceding one by 
its slow development, compared with the 
rapid uprush of 1919; by the failure of 
money rates to move upward as sharply 
as prices and volume of trade; by the ir- 
regularity of the development, so that 
certain kinds of wages moved up while 
others actually went down, prices of cer- 
tain commodities rose sharply while oth- 
ers fell steeply, whereas in 1919, prices 
moved upward pretty uniformly, with but 
few exceptions, and by the fact that utili- 
ty rates, having once been put on a higher 
level, showed the same resistance to re- 
ductions as they had formerly done to 
advances. 

In general, then, we can say that the 
present boom has by no means been so 
harmful to the public utilities, as a group, 
as the last one, and, judging by the out- 
look for the different factors, taken one 
by one, is not likely to do them much 
harm in the future. 


A GOOD part of the current lack of 


The Coal Factor 


This is especially true of coal, which 
is a basic commodity for all the public 
utilities, and whose price is of the utmost 
importance in considering the probable 
trend of their operating costs. The gas 
industry uses coal, in conjunction with gas 
oil, as a source of gas; the steam-elec- 


The present boom has by no means been so harmful to the public 
utilities, as a group, as the last one, and, judging by the outlook for 
the different factors, taken one by one, is not likely to do them much 


harm in the future. 
for JULY 7, 1923 


trical companies obtain the power which 
they use to generate electricity by burn- 
ing coal; and the traction companies either 
generate their own electricity by burning 
coal, or by power from electric companies 
which burn coal and charge rates which 
depend on the price of the coal. 

The coal situation at the present 
time is particularly favorable to the 
utility companies. Partly as a result of 
the tight coal situation of last winter, 
which in turn was caused by the coal and 
railroad strikes and the transportation 
difficulties resulting therefrom, an abnor- 
mally large number of producers entered 
the field, in the anxiety to reap the un- 
usual profits which were then possible. 
Now the demand has died down, except 
for a temporary little export flurry which 
was directly traceable to the emergency 
situation created in some parts of Europe 
by the Ruhr invasion. The producing 
companies are still mining coal, however, 
there is a chronic over-production in the 
major coal fields, and the majority of 
the coal companies are not able to make 
any profits at prevailing prices for bitu- 
minous. 

“What is one man’s meat is another 
man’s poison,” however, and vice versa; 
the utility companies are now able to 
operate on the basis of cheaper coal than 
they have had in a long time, and this 
part of their costs is correspondingly low. 


Labor Costs 


Another factor which affects all the 
utilities, though in varying proportions, 
is the tendency toward higher wages on 
the part of labor. A large part of the 
labor required is either unskilled or semi- 
skilled, hence its: wages are regulated, for 
practical purposes, by what the manufac- 
turing industries situated near the utilities 
are willing to pay for common labor, 
whose wages fluctuate more than those of 
other kinds of labor. 

This is especially true of present-day 
conditions, where the shortage of labor 
has initiated a sort of competition for 
labor among employers, which finds its 
expression in the bidding-up of wages. 
The utilities enjoy a certain advantage in 
this kind of competition because of the 
greater stability of the jobs which they 
have to offer, but they too have been 
dragged along into the current of increas- 
ing wages, and their labor costs are 
showing a pronounced trend upward. 
This does not mean as much for some 
lines of business as for others, depending 
on the proportion of wages to total costs; 
for the tractions, for instance, such a de- 
velopment is more significant than for 
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hydro-electric companies at the other end 
of the scale. 

With the foregoing facts as the back- 
ground of the entire public utilities sit- 
uation, we can now consider the outlook 
for operating costs by splitting up the 
field into the main classifications of pub- 
lic utilities: gas companies, electrical com- 
panies (distinguishing between steam and 
hydro-electric companies), and traction 
companies. Each of these has, roughly 
speaking, the same kind of costs in dif- 
ferent proportions to face: labor, ma- 
terials, and financing cost. 


The Traction Outlook 


The major elements in traction costs 
are labor and overhead; only secondarily 
does the cost of 


tracks and which can be financed largely 
on a purchase-money basis. The other 
types of traction, the subway and the ele- 
vated, are limited to the larger cities by 
the high cost of construction, which re- 
quires a heavy traffic to dilute the over- 
head costs down to manageable dimen- 
sions per unit of receipts. Further exten- 
sion of these systems is a matter of the 
credit and earning power of the individual 
systems, which varies widely from city 
to city and which are not numerous 
enough to constitute a general class. 


Hydro-Electric Companies 


In this line of enterprise, a sharp dis- 
tinction has to be drawn between operat- 
ing costs and total costs. As far as actual 


struction. This is undoubtedly abnor- 
mally high at the present time, and 
has had the natural effect of checking 
expansion and consequently the flow 
of new money into the business. Th 
point is not so much the rate that has to 
be paid on new capital, which is consid 
ered moderate enough to be attractive, i 

and of itself, but the large amount « 

new capital per unit of power to be ol 

tained, with its consequent necessity f¢ 

the establishment of abnormally high cd 

preciation charges. 


Steam Electric Prospects 


The electric companies which generat 
their power by burning coal under boile: 
will, of course, benefit greatly by tl 

present coal situ: 





new financing come 
in. In most cases, 
because of poor 
earnings in the re- 
cent past, the credit 
of many of the 
traction companies 
has been so badly 
shaken that money 
costs them more 
than the average 
public utility enter- 
prise. 

Labor costs are 
an unfavorable fac- 
tor, because of the 
necessity imposed 
on the utility com- 
panies of meeting 
the high factory 
wages paid by man- 
ufacturers in the 
cities in which they 
operate. Wage in- 
creases are slow in 
this field, however, 
and so far the un- 
favorable effect of 
the labor-cost fac- 
tor has been more 
in its prospective 
results than in its 
actual ones. 

As to the other 
large elements in 
cost, materials, in- 
dications favor the 
operators. Copper, 
rubber, and coal are 
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tion. In _ contradi 
tinction to the pré 
vious group, th 
type of compa 
has relatively larg 
operating costs, an 
because of its 
smaller investme't 
in dams, water de- 
velopments, tur- 
bines, etc., smaller 
maintenance ar 
overhead costs. 
This shows 
particularly in their 
relative financing 
costs. New steam 
electric constructi 
has been held up re- 
cently because [ 
high costs, but 
normal times new 
plants can be p 
up almost wherever 
there is a need for 
them. Where thie 
volume of power 
needed is below 
certain point, th 
are more efficic 
than hydro-electric 
plants, because tl 
have not the high 
overhead _ which 
needs to be diluted 
over a large amount 
traffic. In the 
case of larger con- 


Wy 
sumers, however, oT 














down sharply from 
the high points of last April, and in the 
last two there has been no sign of an up- 
ward trend as yet. Copper has been act- 
ing stronger marketwise of late, but it is 
not expected that prices will be permitted 
to rise much above present levels. Such 
a step would merely encourage the 
entrance into production of a number of 
small and inefficient producers, while it 
would not stimulate the production of the 
larger companies, which are perfectly sat- 
isfied with their profits under present 
price conditions. 

New financing is not a great considera- 
tion with the tractions, because of the 
tendency in recent years for trolley com- 
panies to make their necessary extensions 
by the installation of gasoline busses, or 
gasoline trolley-cars, which do not require 
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costs of operation are concerned, labor is 
the biggest item, material costs being in- 
significant. Total. operating costs, how- 
ever, are only a small part of the total 
costs, which consist for the most part of 
maintenance and overhead, particularly in 
the form of financing costs. 

Maintenance costs are concerned, of 
course, largely with the cost of the ma- 
terials used in construction, and with cop- 
per, rubber, cotton, and the like, used for 
electrical work. The same situation ap- 
plies here as to the traction companies 
which, in effect, are nothing but a highly 
specialized type of large electrical appa- 
ratus. 

The chief factor in financing costs, 
which collectively represent an antici- 
pation of overhead, is the cost of con- 


in heavily  indus- 
trialized ‘districts, operating costs mount 
rapidly as new units of power are su 
plied. 

In addition, with the improved method 
of transmitting power over long distanc¢ 
which are being or have been worked o1 
the smaller steam electric companies fa 
the possibility of severe competition fror 
the new immense super-power units, i 
the latter do not find it economical to ir 
corporate them as part of their giganti 
transmission. nets. 

In general, then, we can say that the 
steam electric power companies are 
being relegated to a particular sphere, 
that of relatively small demand with 
no unusual peak-load variations, and 
in this sphere, though the possibilities 

(Please turn to page 469) 
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An Analysis ot 


*Five Edison Companies 


Their Position, Relatively and Individually—Which 
One Offers Greatest Opportunities to the Investor? 
By R. M. MASTERSON 


HE industry of supplying electricity 

for light, heat and power stands on 

an unusually firm foundation. Its 
ibsolutely essential character surrounds it 
with a degree of stability which is not 
readily disturbed, and even during periods 
1f severe depression in general business, 
little falling off is reflected in sales of 
electricity. The natural growth and de- 
velopment of the country assures a steady 
increase in volume of business from year 
to year. Favorable decisions which have 
been handed down by the Supreme Court 
of the United States in the matter of rates 
practically guarantee the maintenance of 
earnings on a satisfatcory basis. For 
these reasons the securities of certain so- 
called “Edison” companies present a par- 
ticularly attractive medium for sound in- 
vestment. 


Remarkable Growth 


The industry itself is sound; and its 
growth, especially over the last ten years, 
has been remarkable. Today it would be 
most difficult to find, within the limits of 
the United States, a community of even 
so few as five hundred people which is 
not supplied with electricity. As a con- 
sequence, there are a great many different 
companies engaged in this field, and the 
investor has a long list of bonds and 
stocks from which to choose. Most of 
the high-grade electric light bonds, that 
is those issues which may be termed “thor- 
oughly seasoned,” sell on a basis to give 
only a moderate return. There are cer- 
tain electric companies, however, so well 
established and so favorably situated, that 
their common stocks may be regarded in 
the light of investments. These stocks 
offer a splendid return and ample possi- 
bilities for. profit or added remuneration 
through “Rights” to participate in new 
financing, which are certain to be offered 
to stockholders as the companies continue 
their expansion. 


Strong Companies 


From among the numerous Edison com- 
panies, five have been selected for analysis 
in this article. Each operates in a lead- 
ing city or community and each is pay- 
ing dividends on its common stock at the 
rate of 8% per annum. Based on present 
prices the yields on the common stocks 
of these companies run from 6.27% in the 
case of Commonwealth Edison of Chi- 
cago, to 8% on Detroit Edison. The ac- 
companying table is designed to set forth 


the statistical data pertaining to each com- 
pany in a manner which will permit a 
ready comparison. 

In point of size, measured by the fig- 
ures for Total Capitalization, Southern 
California Edison takes the lead, having 
outstanding nearly twice the amount of 
bonds and stocks as Brooklyn Edison, the 
smallest of the five. Three of the com- 
panies, Brooklyn Edison, Detroit Edison 
and Southern California Edison, have 
more than doubled their capital within the 
five and one-half years from the end of 
1917 to date. The greatest growth in 
capital account took place in Brooklyn 
Edison, amounting to 142%, but in spite 
of this rapid rate of increase, Brooklyn 
Edison is still smallest of the five and 
the outlook for further expansion of this 
company is at least as favorable, if not 
more so, than any of the others. 

The territory served by the Brooklyn 
Edison Company includes the entire Bor- 
ough of Brooklyn, City of New York, 
with the exception of one Ward, the 29th, 
served by a small independent company. 
Brooklyn, with its population of over 
2,150,000, is the third largest community 
in the United States and is exceeded only 
by the Borough of Manhattan and the 
city of Chicago. It is large in area, and 
the development of many new residential 
districts has been made possible by the 
opening of new and greatly increased tran- 
sit facilities to Manhattan. 


Other Favorable Situations 


The Commonwealth Edison Company 
does practically the entire central-station 
electric light and power business of Chi- 
cago, and, in addition, supplies all the 
surface and elevated railway systems of 
the city. A rather interesting comparison 
may be made here between the Common 
wealth Edison and Brooklyn Edison. The 
population of Chicago is about 2,800,000, 
or only about 650,000 in excess of Brook- 
lyn, yet the Chicago company is reported 
to have about 625,000 customers on its 
books, as against 250,000 for Brooklyn 
Edison. These figures clearly indicate the 
possibilities for the future growth of the 
Brooklyn company. 

The Consolidated Gas, Electric Light & 
Power Company distributes both gas and 
electricity in the City of Baltimore and 
vicinity, extending into Baltimore County, 
Anne Arundel County and Howard Coun- 
ty. This company has a preferred stock 
outstanding, issued in two series, “A” 8% 
and “B” 7%, both of which are preferred 


Hopes for a continued upswing in utility affairs are predicated upon 
the growing willingness of both the utilities and the public to see each 


other’s point of view. 
for JULY 7, 1923 


The name of Edison stands not so 
much for the man as for an array of 
scientific principles developed by him 
whose practical value to the nation is 
attested by the investment, thus far, 
of many billions of dollars in Edison 
ideas, and the use, all over the world, 
of an amazing diversity of Edison- 
conceived apparatus 


equally as to assets and as to their respec- 
tive dividends The “A” stock is re- 
deemable at 125 and the “B” at 110. The 
total authorized amount of preferred is 
$25,000,000, of which only $6,998,200 has 
been issued. Earnings for 1922, available 
for preferred dividends, amounted to over 
indicating a very 
The 8% 


63% of requirements, 
large margin of issue 
may be purchased at about 116%, yield- 
ing 6.86% and the 7% stock at about 104, 
yielding 6.73. 

Detroit Edison, in addition to the city 
of Detroit, supplies a large outlying ter- 
ritory. Its total franchise area is reported 
at 3,527 square miles and is said to in- 
clude 13 cities, 50 incorporated villages 
and 106 townships. The company has 
rather a heavy proportion of funded debt 
to capital stock, but as about $20,000,000 
of the outstanding bonds are convertible 
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safety. 











“The industry of supplying electricity 
for light, heat and power stands on 
an unusually firm foundation. Its 
absolutely essential character sur- 
rounds it with a degree of stability 
which is not readily disturbed, and 
even during periods of severe depres- 
sion in general business little falling 
off is reflected in sales.” 











into capital stock a better balance may be 
expected at some future time. Neverthe- 
less, the fact of this large amount of con- 
vertible issues being outstanding, has a 
tendency to hold down the price of the 
stock, 


Southern California Edison 


This company operates in ten counties 


in southern California and the San Joa- 


quin Valley, with an area of 55,000 square. 


miles, and supplies electricity to 312 cities 
and towns and intervening territory. Over 
65% of the generating capacity of the 
system is comprised of Water Power 
Plants, which enable the company to sup- 
ply current at a low rate and still show 
a substantial profit. This accounts for 
the fact, as brought out in the table, that 
although Southern California Edison 
shows the largest capitalization of the 
five companies compared, its gross reve- 
nues were the smallest. Last year the 
company sold the distributing system of 
Los Angeles to the city for the sum of 
about 12 million dollars, and at the same 
time a contract was signed under which 
the city agreed to purchase all of its re- 
quirements of electricity in excess of that 
generated at its own plants from the com- 
pany. This sale to the City of Los An- 
geles has been generally considered as a 








“The (electrical) industry itself ts 
sound, and its growth, especially over 
the last ten years, has been remark- 
able. Today it would be most diffi- 
cult to find, within the limits of the 
United States, a community of even 
so few as five hundred people which 
is not supplied with electricity.” 





stroke of excellent judgment on the part 
of the company as it did not sacrifice a 
particularly profitable section of its terri- 
tory, yet it has ingratiated itself with the 
political authorities. 
Southern California has outstanding 
$4,000,000 “Original” preferred and $5,- 
456,900 “Preferred” (in reality 2nd pre- 
(Please turn to page 474) 








Funded debt 


Increase since December $1, 1917 
Percentage of increase 


Total property account: 
December 31, 1922 
December 31, 1917 


Five-year increase 
Percentage of increase 


Net tangible assets available for common 
Equivalent per share outstanding 


Gross revenues: 


Year 1922 
Year 1917 


Five-year increase 
Percentage of increase 


Earnings: 
Fixed charges times earned 1922 
Fixed charges times earned 1921 
Fixed charges times earned 1920 
Fixed charges times earned 1919 
Fixed charges times earned 1918 


(Based on average amount of stock 
outstanding each year.) 


Five-year average 


Ten-year dividend record—common stock: 

Present 
id in 
in 
in 
in 
in 
in 
in 
in 
in 
in 


Location of Market: 
Price range 1918-1922—High 
Price range 1918-1922—Low 
Present price 

ield on present price 





Capitalization (including increases to June 22, 1923) : 


stock 
(adjusted from Dec. $1, 1922, balance sheet)... 


Available for common stock (per share) 


FIVE LEADING EDISON COMPANIES 


Consolidated 


Brooklyn Gas, El. 
Edison Co. 


Commonwealth 
( er” i 


Edison Co. 
(Chicago, Ills.) 


$59,774,000 


$82,661,400 


859,423 
ep ios 754 
14,385,734 


50,422,826 


Co. of Baltimore. 
(Baltimore and 
Vicinity) 
$58,131,000 
6,998,200 
17,532,200 


Southern Calif. 
Edison Co. 
(Los_ Angeles 
and Vicinity) 
$90,201,900 
9,456,900 
48,959,800 


$148,618,600 


Detroit 
Edison Co. 
(Detroit and 

Vicinity) 
$69,062,900 

42,715,521 


$111,778,421 


Lt. & Pr. 


$43,231,500 
16,029,900 
14,064,572 


$23,224,900 
25,691,600 





$93,053,826 
$26,720,174 
28% 


$1380,005,164 
95,791,732 


$34,213,432 
359 


%o 


$66,438,213 


36,481,809 
$29,956,304 
82% 


—_— 


$49,990,670 $68,879,342 
115 114 


$43,107,956 
25,351,585 


$17,756,371 
70% 


$19,129,690 
8,304,412 


$10,825,278 
126%, 
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Chic. Stock Ex. 
and Over Counter 


140 

100 

127% 
6.27% 


Stock Exch. 


$46,348,911 
$36,312,489 
78 


$79,529,361 
48,532,623 


$30,996,738 

63% 
$19,557,301 
111 


$19,920,955 
8,458,613 


$11,462,342 
135% 
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Balt. Stock Ex. 
and Over Counter 


$48,916,500 
$62,861,921 
128% 


$73,325,972 
$75,292,628 
103% 


$132,029, 165 
73,706,827 


$58,322,338 
79% 


$95,316,391 
50,386,643 


$44,929,748 
88% 


$40,659 642 $36,238,897 
91 74 


$16,982,226 
6,885,149 


$10,097,077 
146% 


$26,408,159 
12,279,926 


$14,128,233 
115% 
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*What the Utility World Offers the 
Investor of Today 


A Review of the Current Market— 
Position of Leading Utility Securities 


By JAMES N. PAUL 





Gas & Electric 

Light & Traction 

American Power & Light 
merican Water Wks. & Elec. 

Middle West Utilities prior pfd.. ... 

Niagara Falls Power Company... . 

North American Company 

Pacific Gas & Electric Ist......... 

Philadelphia Company 

Public Service of Northern Illinois... 

Public Service of New Jersey 


* Par $50. 
common pays over $5 per year. 


American 
American 





STANDARD PUBLIC UTILITY PREFERRED STOCKS 


x Average last four years. 
z Average times earned for last two years. 


No. times 
earned past 
five ycars 


3.5 


Return 


y 


Dividend 
3 
6 
6 


° 
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(9 
7. 
6. 
7. 
7. 
7. 
6. 
7. 
6. 
6. 
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y Also additional dividend $1 per share if 








F the three classifications of cor- 
O porations, railroads, industrials and 

public utilities, securities of the lat- 
ter seem to be favored just now by in- 
vestors if ability to finance expansion 
needs on an equitable basis and quota- 
tions in the bond markets can be taken 
as a criterion. Bonds of the utilities are 
ast regaining their prestige as a favored 
medium for employment of investment 
funds though, for the present, emissions 
of new offerings to finance much-needed 
expansion programs are having an adverse 
effect marketwise. 

Just now we seem to be on the eve of 
another period of plentiful offerings of 
public utility bonds. Obviously, this will 
work out to the benefit of the investor, 
for if companies have to go into the open 
market and compete for funds, the in- 
vestor will benefit from higher yields. To 
get an accurate picture of the situation, 
it should be borne in mind that, fostered 
by a rising bond market, a stream of new 
offerings began to come out about last 
November. The peak of bond prices was 
reached about that time and the number 
of companies coming into the market for 
funds up until two months ago was con- 
siderable. The decline of bond prices, 
which has been steady, discouraged new 
financing and for a time there was a lull. 
Signs are not wanting now that a re- 
sumption of large public utility bond 
offerings can be expected. The recent 
offering by Illinois Bell Telephone Co. of 
a $50,000,000 issue is indicative of the 
prospective situation. 

Discussion of new issues likely to come 
on the market is important as having a di- 
rect bearing on the course of the market 
for public utility bonds, though good ab- 
sorption is indicated on the part of inves- 
tors. At the recent convention of the Na- 
tional Electric Light Association in New 
York, it was pointed out that three quar- 
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ters of a billion dollars had been expend- 
ed in 1922 for new construction of plants 
producing or transmitting electric energy. 
Plans for development of 17.7 million pri- 
mary horse power had been filed at the 
beginning of this year and construction 
work on plants with estimated capacity 
of 2.5 million horse power was under 


way. While the figures in horse power 
may mean little to one hot well posted on 
the situation, it can be stated that the 
utility companies are now embarking upon 
an expansion program undreamed of a 
few years ago. This will require the use 
of new millions for many years to come. 


Is an Active Bond Market Likely? 


Prices of all classes of bonds have been 
comparativedy steady for the past two 
months following the precipitate decline 
from the November, 1922, highs. Aver- 
age prices of public utility bonds show up 
better than either the rails or the indus- 
trials, though the difference is small. 
Quiet absorption of the better-grade issues 
is indicated, but it seems doubtful now 
that we can expect to run into a good 
bond market this year with rising prices. 
There seems nothing on the horizon at 
this time to indicate that the bond mar- 
ket is likely to be affected drastically 
either way except in the special instances 
of individual corporations. 

Whether this country is headed for a 





HIGH GRADE 
(For Income Only) 
Non-Callable Bonds: 
Western Union Telegraph Co. 6's, 
New York Edison Co. 6's, 1941 
Callable Bonds: 
Duquesne Light Co. 6s, 1941 
Philadelphia Company 6s, 1944 


Short-Term Bonds: 


MIDDLE GRADE 
(For Income and Profit) 


Denver Gas & Elec. Ist and Rfd. 5s, 
Havana Elec. Ry. Light & Power 5s, 
Northern States Power 5s, 


Public Service Corp. of N. J. 5s, 
Utah Power & Light 5s, 1944 
United Fuel Gas 6s, 1936 


SPECULATIVE 


(For Income and Profit) 
Chicago Railways Ist 5s, 
Hudson & Manhattan Rfd. 5s, 
Interboro Rapid Transit 5s, 1966 


(a) Lowest denom., $1,000. 





SOME ATTRACTIVE PUBLIC UTILITY BONDS* 


Bell Telephone Co. of Canada 5s, 1925 
Columbia Gas & Electric Co. Ist 5s, 1927... 


Amer. Works & Elect. Corp. Col. 5s, 


Dominion Pr. & Transmission Ist 5s, 


( 
Pacific Gas & Elec. Genl. and Rfd. 5s, 1942... 


Third Avenue Railway Rfd. 4s, 1960.......(b) 
Virginia Railway & Power 5s, 1934. 


(b) Lowest denom., $500. 
(d) Lowest denom., $50. 


* This table taken from the Bond Buyers’ Guide on page 411. 


a Se 


% int. earned 
on en- 
tire funded 
debt 


8.40 
5.00 


Apx. 
Price 
109 
109 


103 
100 


3.40 
3.50 





99 . 2.87 
96% 6. 4.15 


1934.. 
1932.. 
1951... 


AURA M MAHON 
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80 
80 
64 


1.08 
1.80 
1.60 


11.30 
6.45 
7.75 
5414 7.75 = 1.20 
84° «7.10 ~—-1.90 


(c) Lowest denom., $100. 


(a) 
ro. 





























UNLISTED UTILITY BOND INDEX 
POWER COMPANIES 


Invest- 
ment Asked 
Grade Price 


Adirondack Power & Light Ist & Ref. 5s, 1950 99% 


Adirondack Electric Power Ist 5s, 1962............++- eocceccoecs Bin 96 
Alabama Power Co. Ist 5s, 1946............. deeesewesneesensneds Wes 91 
Appalachian Power Co. Ist 5s, 1941.........--eeeeee: esiupneusal s 88% 
Appalachian Power Co. 7s, 1986 (Non- Callable) .. 
Ashville Power & Light 5s, 1942 vs 94 
Carolina Power & Light Ist 5s, 1938 ‘ - 95 
Central Maine Power Ist & Gen. Mtge. 7s, Ser. A, 1941 - 103 
Colorado Power Co. Ist 5s, 1953 ee 89 
Consumers Power Co. (Mich.) Ist 5s, 1986............... osesuum ica 95% 
Electrical Development of Ontario 5s, 1933.. is 97% 
Great Northern Power Co. Ist 5s, 1935......... 

Great Western Power Co. 

Hydraulic Power Ist & Imp. 5s, 1951.. 

Indiana Power Co. 7%s, 1941 

Idaho Power Co. 5s, 1947 

Laurentide Power Co. Ist 5s, 1946... 

Madison River Power Co. Ist 5s, 1935.. ee 
Mississippi River Power Ist 5s, 1951........ COedeCececoscoesscces i 
Nebraska Power Corp. Ist 6s, 1949...... Sececceceecccceccceccece Bias 
Niagara Falls Power Ist & Cons. Mtge. 6s, 1950........ ceccceenee oe 
Penn.-Ohio Power & Light 8% Notes, 1930 

Puget Sound Power Co. Ist 5s, 1933 

Salmon River Power Ist 5s, 1952 

Shawinigan Water & Power Ist 5s, 1934.... 

Southern Sierra Power Co. Ist 6s, 1936.. 

Wisconsin Edison Co. 6s, 1924 


GAS AND ELECTRIC COMPANIES 


Bronx Gas & Electric Ist 5s, 1960 

Burlington Gas & Light Ist 5s, 1955.........++. 

Buffalo General Electric Ist 5s, 1989..........++ 

Cleveland Elec. Ill. Co. 5s, 1939..... eee . 

Cons. Cities Light, Power & Traction Ist 5s, 1962..... 

Dallas Power & Light 6s, 1949........ 

Denver Gas & Electric Ist 5s, 1949 

Evansville Gas & Electric Ist 5s, 1982........eeseeee0s 

Houston Light & Power Ist 5s, 1981......eeseeeeeeeees 

Indianapolis Gas Co, Ist 5s, 1952 

Nevada-California Electric Ist 6s, 1946.... - 
Oklahoma Gas & Electric 1st & Ref. 734s, 1941..........200000 Bes 
Oklahoma Gas & Electric Ist Mtge. 5s, 1929........... a ee 7 
Portland Gas & Coke Ist 5s, 1940 

Rochester Gas & Electric 7s, Series B, 1946...... eee - 
San Diego Cons. Gas & Electric Ist Mtge. 5s, 1989...... akeseeenst B.. 
Syracuse Gas Co. Ist 5s, 1946 se 
Tri-City Railway & Light 5s, 1930 

Twin State Gas & Electric Ref. 5s, 1953. . 

United Light & Railway 6s, 1932 


TRACTION COMPANIES 


Columbus Street Railway Ist 5s, 1932 

Detroit United Railway Ist Coll. 8s, 1941 

Galveston-Houston Electric Railway Ist 5s, 1954............++5.- 
Kentucky Traction & Terminal 5s, 1951 

Knoxville Railway & Light 5s, 1946 

Minn. Street Ry. & St. Paul City Ry., Jnt. 5s, 1928 

Memphis Street Railway 5s, 1945 

Northern Ohio Traction & Light 6s, 1926 e 
Nashville Railway & Light 5s, 1953......... Seeecetooceocooscoeces B.. 
Schenectady Railway Co. Ist 5s, 1946.... i 
Topeka Railway & Light Ref. 5s, 1953...... 


HOLDING COMPANIES 


American Lt. & Trac. 6s, 1925 (Without Warrants) i 101% 
American Gas & Electric 6s, 2014...... Lekieedneetees peaemesendil ics 944 
American Power & Light 6s, Series A, 2016.... 

Federal Light & Traction Ist 5s, 1942.......... 

General Gas & Electric s. f. 7s, 1952 

General Gas & Electric Ist 5s, 1925 

Middle West Utilities 8s, 1940. ..........0eeeeeeee @ceoes hindi Seti Mss 
Standard Gas & Electric 74s, 1941........ ebewadss doesn enean eeu B.. 


TELEPHONE AND TELEGRAPH COMPANIES 


92 
98 


Bell. Tel. Co. ot Canada Ist 5s, 1925... = 98% 
Chesapecke & Potomac Tel. Co. (Va.) Ist 5s, re —— a 95 

Home Tel. & Tel. Co. of Spokane Ist 5s, 1986............ a 938% 
Western Tel. & Tel. Collateral Trust 5s, 1982...... soeee oe 97% 











period of slacking up of industrial activi- 
ties is a moot question just now, though 
the consensus seems to be that we are 
not. Some industries are reporting a 
slowing down process which may be sea- 
sonal, but car loadings certainly do not 
indicate any falling off of shipments of 
merchandise. If business is going to con- 
tinue at a high rate after a brief inter- 
val of dulness, the vast need of capital 
to carry on this business would certainly 
seem to preclude any chance of a large 
and rising bond market. 

The direct bearing that this situation 
has on public utility bond prices is that 
many companies are coming into market 
now, some hurriedly, on the belief that 
they had better do. their financing now 
rather than take a chance of better con- 
ditions next Fall. The peak of favorable 
conditions enabling public utility com- 
panies to do financing at low rates came 
during last January and February. One 
of the largest and best-managed com- 
panies was able to do its financing through 
the sale of a long term 5% issue which 
was sold close to par. No such thing 
could be accomplished at this time, and 
present and future financing by these com- 
panies will most likely run to 6% issues 
which can be sold between 90 and 95. 
While utility bonds are in demand, this 
is a convincing reason as to why no great 
upward movement in prices can be looked 
for within the next few months. 


Conditions Favor Utilities 


The earnings statements of utility com- 
panies speak for themselves, and, despite 
rising commodity costs the companies 
generally show increased earning power, 
compared with the same period of 1922. 
This situation has been touched upon too 
often recently to require any further com- 
ment. 

The most important factor directly 
affecting these companies is the recent 
decision of the United States Supreme 
Court in the Southwestern Bell Telephone 
case wich ranks in importance with the 
ruling in the Consolidated Gas case hand- 
ed down in March, 1922. Briefly, this de- 
cision held that rate-making bodies in 
establishing prices at which utilities must 
furnish service must take into account 
reproduction value of properties involved. 
The decision is basic and seems to indi- 
cate that companies all over the United 
States can appeal to the final Court when 
dissatisfied with rates. The advantage to 
utilities is obvious because reproduction 
costs of properties are probably highest 
on record and means that for rate-making 
purposes they must be marked up to meet 
these prices. This decision is covered 
more completely in the leading article of 
this section. 


Several Attractive Issues 


For the consideration of the investor 
with funds available for immediate in- 
vestment in utility bonds, the following 
selections are suggested: 


High Grade Approximate 
(Non-Callable) Price Yield 
New York Edison 6%s, 1941..109 5.60% 
Western Union Telegraph 

6u%s, 
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American Light & Traction.. 


American Power & Light... 
American Tel. & Tel 
Columbia Gas & Electric. ... 
Consolidated Gas 

Laclede Gas 

Montana Power 

North American Co........ 
Pacific Gas & Electric 
People’s Gas 

Philadelphia Co 


United Gas Improvement Co.. 


* Cash. tf Stock. 





STANDARD PUBLIC UTILITY COMMON STOCKS 


Av. Earnings 

Earnings per 
Yield per share share last 
(%) 1922 five years 


$7.30 $9.08 


Dividend 
*4% 
t4% 

10.00 
7.60 
2.60 
5.00 
7.00 
4.00 
2.00 
6.00 


10.79 


22: NSOAP@rND 


Cm: POanrucenen 


4.00 
3.00 








Middle Grade 
enver Gas & 
5s, 1951 


’ 


Electric 
6.00% 
Speculative 


Virginia Railway 
5s, 1934 


& Power 


7.10% 


For high-grade issues of seasoned com- 
anies, the two first suggestions for 
Western Union and New York Edi- 
son 6%s can be recommended as being 
.on-callable bonds of merit and giving a 
air yield. On a straight yield basis, not 
taking into account the maturity date, a 
yield of 6% is shown on the investment. 
Vestern Union, earning total interest 
harges on its funded debt more than 8 
imes, should be classed as a prime in- 
vestment while New York Edison is earn- 
ng charges more than 5 times. New 
York Edison Co., controlled by a 99% 
tock ownership by Consolidated Gas Co. 
‘§ New York, is not affected by the many 
ecent squabbles and litigation over rates. 
There has been ver, little litigation over 
for electricity in New York city, 
ind earnings have been consistent over a 
eriod of years. 

For a fairly long term middle-grade in- 
vestment in a light and power company, 
the 6% refunding 5s of 1951 of Denver 
Gas & Electric Co. are shown as yield- 
ng around 6%. The company is earning 
ixed charges about 4 times which is well 
ibove the average, a ratio of between 2 
ind 3 times being considered good. 

Virginia Railway & Power Co. 5s 
f 1934, selling around 84, show a yield 
f better than 7%, assuming they are held 
to maturity and paid off at this price. 
Company is showing better earnings and 
the fixed charges are now being earned 
more than twice. For an investment, 
issuming that they will be held over a pe- 
riod of years, there might be considerable 
enhancement in value. Even as a fair 5% 
bond, it seems a trifle undervalued, sell- 
ing below 85. 

A rising market for public utility bonds 
s not indicated. However, discriminating 
purchases of gilt-edged issues for income 
is recommended, particularly at this time, 
as many of the bonds can now be obtained 
it attractive prices. Purchase on reces- 
sions of the speculative issues might be 
advisable on the expectation that indicated 
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ates 


continuation of favorable conditions will 
be reflected gradually in higher prices in 
special cases where particular companies 
are forging ahead. 

The question of the position of public 
utility issues cannot be dismissed with- 
out referring to the status of preferred 
and common stocks falling within this 
category. In both cases, there have been 
comparatively marked declines since the 
highest prices of last October and a num- 


ber of good long-distance opportunities 
may be found. For the convenience of 
investors, a list of good preferred and 
common stocks is herewith appended with 
the essential data. Most of these issues 
have been previously analyzed in various 
issues of THE MAGAZINE OF WALL STREET. 

Attention is also called to the Unlisted 
Utility Bond table appearing in connec- 
tion with this article. This table is pub- 
lished regularly as a departmental fea- 
ture of The Magazine, but is taken out 
of its regular place and inserted in this 
section for the sake of convenience to in- 
vestors. It should be noted that the rat- 
ing given the various bonds listed in this 
table refer solely to their desirability 
from an investment viewpoint, and in no 
way, where the lowest rating is given, 
should be construed as a reflection on the 
particular company. Many attractive in- 
vestment opportunities may also be found 
among public utility common issues, a list 
of which is attached herewith. Attention 
is called to these stocks primarily because 
of their investment features, though it 
should be noted that in a declining stock 
market such as the one now current, even 
the best issues are affected. However, for 
investors who are in a position to ignore 
fluctuations in their securifies, many at- 
tractive selections can be made from the 
list as given, 





A Suggested Super-Power System 
for North America 


NE of the most far-reaching con- 
8) ceptions of modern times is shown 

in this map, prepared by Frank G. 
3aum, hydro-electric engineer, which dis- 
closes a plan for a single electric super- 
power system to cover practically all of 
the United States and Canada. Though 
immense in its scope, it is nevertheless en- 
tirely practical with modern electrical ap- 
paratus. General Guy E. Tripp, Chair- 
man of the Westinghouse Company, an 
advocate of this plan, says: “The chief 


reason for the existence of a single elec 
tric system is that it will make available 
to the entire nation our resources of water 
power and coal. This system will provide 
North America with the maximum amount 
of power at the lowest cost, distribute 
it to the largest number of people, and 
conserve our fuel resources in the most 
effective manner. The single system 
is not only practical and desirable, but, 
in my opinion, essential to American 
progress.” 




















International Nickel Co. 





Nickel Not Yet Out of Slough 


Sales Increasing But Profits Small 


HE new annual report of the Inter- 

national Nickel Co. for the fiscal 

year ending March 1, 1923, has on 
the whole been a disappointment to patient 
stockholders, who expected some improve- 
ment to be shown in earnings because of 
the increased sales and the activity of the 
steel industry in the first half of the cur- 
rent year. It is true the deficit of nearly 
$800,000 shown last fiscal year before pay- 
ment of preferred dividends was improved 
to a profit of $48,170, amounting to 54 
cents per share of vreferred. 

On the other hand, this improvement 
took place in the face of as favorable a 
combination of conditions as the company 
is likely to face for some time. There 
was a good demand for nickel from some 
of the most important customers of the 
company, which has practically a natural 
monopoly of the metal because of its con- 
trol of the large and rich deposits at the 
Creighton mine, Ontario. The building 
boom favored the company, nickel being 
an important constituent of structural 
steel, and the automobile industry ab- 
sorbed record amounts of nickel-steel 
alloys. The monel metal mill of the com- 
pany at Huntington, W. Va., recently com- 
pleted at a cost of over 3.7 millions was in 
active operation, and according to the com- 
pany’s statement, this doubled the sales of 
rolled nickel products. At the same time 
many new uses were being developed for 
monel metal, an alloy of nickel, copper 
with smaller quantities of carbon, manga- 
nese and silicon, which is smelted directly 
from the Canadian ores. 

As a result of these developments, the 
sales of nickel were stated officially to 
have equalled the pre-war volume of 1910, 
and the sales of monel metal in particular 
to have exceeded those of any year since 
its introduction in 1906. Early this year, 
sales of monel metal were running at the 
rate of 500,000 pounds a month, while 
nickel sales were reported at 2 million 
pounds monthly. This compares with pre- 
war figures of 3-4 million pounds a month. 

The fact that with all these things in its 
favor the company has not been able to 
show any better earnings is all the more 
serious in view of the fact that the second 
and later quarters of the current year may 
not show such good earnings as the last 
quarter of 1922 and the first of 1923. The 
steel industry is commencing to sag off as 
regards both production and new business, 
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By NORRIS I. NICHOLS 


the building boom has received a sharp 
set-back as a result of the prevalent belief 
that wages and building materials were 
too high, and the automobile industry is 
not expected to maintain throughout the 
entire year the record rate of production, 
which has characterized the first two 
quarters, 

The strong financial position which has 
always marked. the company’s balance 
sheets of recent years, as a result of its 
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ability to build up large surpluses during 
the war, is still a feature. Current assets 
of 10.2 millions are fully thirteen times 
the $780,000 of current liabilities, among 
the assets being such strong items as 1.5 
millions in cash, 1 million in loans made 
by the company, and 1.8 millions in receiv- 
ables. 

The liquidation of inventory which has 
featured the company’s balance sheets 
since the peak of 11.9 millions reached in 
1920, has been continued still further, now 
standing at 5.7 millions. This reduction 
has been accomplished, according to the 
company’s statements, with a loss of but 
$538,000, which was taken in 1922. The 
fact that less of the company’s capital is 
now tied up in inventories than heretofore 
leaves more of it free for investment, as 
the company’s own operations, because of 
the insufficient demand for its product, are 


not in position to absorb any great part of 
its liquid capital. 

This strong financial position has en- 
abled the company to maintain dividends 
at the rate of $6 annually on the outstand- 
ing 8.9 millions of its non-cumulative pre- 
ferred stock, although they have not been 
earned for the last two years. Dividend 
requirements being little more than a half- 
million dollars annually, it is evident that 
the cash and outstanding loans alone, with- 
out counting the gradual liquidation of 
open accounts and notes receivable in ex- 
cess of accounts payable, would be suf- 
ficient to maintain these dividends for the 
next five years, even if the company were 
to earn nothing at all on the preferred 
curing that time 

It may have been the realization of this 
fact which put the preferred up from 
around 70 at the beginning of the year, at 
which it yielded 8.6%, to current levels 
around 83, at which the yield is 7.2%. 
In view of the low earning power cur- 
rently shown by the company since 1920, 
the current yield is not to be considered 
attractive when much higher ones can be 
obtained on securities whose speculative 
position is no worse. 

This would seem to apply likewise to 
the common, which at 13 is practically 
unchanged from levels prevailing all 
through the year. There are 1,673,384 
shares of it outstanding, as a result of the 
reduction of the par value of the stock 
from $100 to $25 a share in 1916 and the 
subsequent declaration of a 10% stock 
dividend. 

Before and during the war the stock 
showed remarkably good earnings, and 
sold as high as 223% a share for the old 
stock before the split-up. The greatly re- 
duced scale of military and naval buying, 
formerly one of the company’s most lucra- 
tive sources of revenue, and the necessity 
of absorbing the huge stocks of nickel left 
in the hands of smelters, dealers and con- 
sumers since then, have reacted unfavor- 
ably on the investment status of the stock, 
and no payment has been made since 
March, 1919. So far the company has 
shown no ability to make money on 
normal peace-time buying, even under 
the favorable circumstances prevailing 
in the last fiscal year, and the stock 
accordingly seems to present little 
speculative attraction. 
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How Simms Petroleum Came Back 


House Cleaning Process and Its 
Results—What Is the Stock Worth? 


HE vicissitudes of Simms Petroleum 
may be taken as a fairly good ex- 
ample of the hazards generally at- 
ached to the oil industry. Some four 
years ago, during the boom times, and 
uugmented by the development of what 
ippeared to be a wonderful oil field, 
Simms was considered one of the very 
est oil speculations. Under the influence 

»f that bull market, and glowing reports 
manating as to its production, the stock 
reached a price of over $73 per share. 
Unfortunately, the deep field at Homer, 
La., from which so much was expected, 
developed water and the rapid decline of 
the wells was closely followed 
by the price of the stock which 
subsequently reached a price of 
less than $10 a share. 

It is clear that the production 
from the Louisiana acreage owned 
by Simms never warranted the 
prices paid for it and the com- 
pany was faced with a tremen- 
dous loss from this investment. 
It was also necessary to turn to 
other fields and make a practical- 
ly fresh start. Along with those 
other changes, there was a change 
in the management of the com- 
pany and it is generally under- 
stood that the policies of the com- 
pany are dictated by the American 
International Co. which owns a 
large block of the stock. 

The new management found 
Simms loaded with a large amount 
»f expensive acreage which did not appear 
to be favorably located for oil production. 
These leases were abandoned, thus elimi- 
nating considerable expense even though it 
was necessary to charge these investments 
ff at a loss. Losses on a refinery which 
iad been operating unprofitably were elimi- 
iated through the simple medium of aban- 
loning the refinery. In fact, all invest- 
nents which did not appear to have a good 
‘hance of becoming profitable and which 
vere an expense, were cut off, and every- 
hing possible was done to get operations 
iown to a profitable basis. 

As opportunities presented themselves 
or the acquisition of acreage in locations 
where there appeared to be a good chance 
for production, they were acquired and 
leveloped. In this manner, production in the 
Mexia and Smackover fields was developed. 
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By J. G. SWARTZ 


Production of Simms Petroleum for 
the year 1922 averaged about 7,300 barrels 
daily. This was an increase of over 100% 
over the 1921 production. The production 
of Simms at the present time is consid- 
erably in excess of these figures averag- 
ing about 11,000 barrels per day. About 
two-thirds of this is coming from Smack- 
over and the balance from Louisiana and 
Mexia. The production from the last- 
named fields can be considered as settled, 
while that from Smackover will decline 
as the wells become older. 

This increased production and better 
management has been reflected in the earn- 


SIMM9 PETROLEUM 
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1919 ‘21 = ww 
ings of Simms. A deficit of two and a 
third millions in 1921 was changed to a 
profit of $199,856 in 1922. While the 
profit for 1922 is small in comparison with 
the outstanding capitalization, it represents 
a big step in the right direction. 

Simms has outstanding 673,280 shares 
of capital stock with a par value of $10.00. 
Earnings for 1922 were equivalent to 29c. 
per share. There is about a million dol- 
lars in cash and quick assets, exclusive of 
inventory which amounts to about a mil- 
lion and one-half, or a total of about $4.00 
per share. There is no funded indebted- 
ness or bank loans outstanding. 

It would appear that the price of this 
stock at $9 per share was too high when 
based on the earnings of 1922. However, 
the earnings for the first quarter of this 
year were at the rate of about $2.25 per 


share per annum. While some of the 
earnings were due to the big wells brought 
in at Smackover, this production should 
not decline to such an extent as to reduce 
these very materially. It has been the 
policy to charge the cost of drilling, etc., 
direct to earnings and not to capital in- 
vestment, as is done by most small com- 
panies. The present producing properties 
are practically drilled up and very little 
additional expense should be expended in 
their development. This should more 
than offset any decline in the production 
in its effect on the earnings. 

There is, of course, the very un- 
certain general condition of the 
oil industry to be considered in 
practically any oil investment at 
the present time. Most investors 
are anticipating cheaper crude, but 
many oil men believe that it is the 
desire of the larger interests to keep 
the price of crude at least, near to 
its present levels by means of con- 
trolling the present overproduction 
through the pro-ration of produc- 
tion. Prices of the heavier crudes 
have been cut as much as those 
of greater gasoline content. Very 
little of the heavier Smackover 
crude has been run through re- 
fineries, but has been sold direct 
to the consumer as fuel oil. As 
most of Simms production in 
Smackover is of this grade, and 
as fuel oil has been fairly strong 
in price, with little if any reduc- 

tion anticipated, it is quite probable that 
they will not be forced to accept a ma- 
terially cheaper price for their production 
in this territory. Mexia, on the other 
hand, is not so fortunately situated and it 
would not be surprising if the price of 
this crude was cut proportionately. 

It is believed that Simms has definitely 
turned the corner and from now on will 
continue earning a fair return on their 
investments. They should, if the present 
rate of earnings continue, be in a position 
to pay a small dividend if they deem this 
advisable. In a strong market Simms 
would appear to have good speculative 
values at the current price of $9 per 
share, but under present unsettled con- 
ditions, it would be better policy to 
leave it alone. 
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Should We Have Federal Reserve 
Agencies Abroad? 


Need of Correspondents—Can Reserve Banks 
Serve—Branch Controversy—The Outlook 


NE phase of 

O banking in 

which the great 

majority of the 

smaller banks of the 

United States have 

heretofore taken comparatively little in- 

terest is that of foreign relations. Condi- 

tions now are such that many of them are 

beginning to give attention to a side of 

banking which in the past they have been 

disposed to regard as something of a very 
special or “fancy” nature. 

While it is still true that there has been 
only a very slight increase in the number 
of banks that had these connections in 
any direct sense, the conditions of compe- 
tition are beginning to convince many 
that they must arrange to acquire them 
in a way that will make remittance, the 
purchase of exchange, etc., cheaper than 
heretofore. This is one reason why the 
Federal Reserve System is being so 
strongly urged from various quarters to 
create foreign branches—a kind of press- 
ure which is currently reflected in the at- 
tempt on the part of one or two reserve 
banks to open an office in Cuba. 


Older Conditions 


The older conditions, in the “before-the- 
war”. period, led the vast majority of 
country banks to arrange their foreign 
connections with a very small group of 
banks and bankers numbering about 
seventy-five, most of them in New York, 
which actually did possess real foreign 
connections. Under the arrangements 
which they then made, they would be 
allowed to issue travellers letters of credit 
and drafts on foreign banks, etc., from a 
general or circular form which was sup- 
plied by their local correspondent in New 
York, and in this way they managed to 
get along very comfortably. 
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Competition was not so severe at that 
time as it has since become, while there 
was then practically no suggestion that 
city banks would go into branch banking, 
and thus interfere with the field of busi- 
ness enjoyed by country banks. The city 
banks, on the other hand, got a very hand- 
some revenue out of their relations with 
the smaller institutions, and they particu- 
larly profited from the opening of letters 
of credit on behalf of interior institutions. 
While there were not very many of the 
larger banks that were really developing 
the foreign side of their business on a great 
scale, it was comparatively easy for them 
to keep from treading on one another’s 
toes and to divide up the territory and 
the business quite equitably, so that no- 
body had any special ground for com- 
plaint. 

In this way, things went along very 
smoothly, and when the Federal Reserve 
System was formed, the Act creating it 
only provided a permissive authority to 
reserve banks to establish branches in 
other countries. The Federal Advisory 
Council (the general body which repre- 
sents the banking interests of the country 
and meets quarterly in Washington to talk 
over matters with the Federal Reserve 
Board) very early cautioned the reserve 
banks not to do anything that would look 
like “going into the exchange business” 
because this, they said, would be invading 
a field that had been very properly re- 
served to the larger member banks. There 
was little or no warrant for any such 
view, because it has always been axiomatic 
in central banking that one of the funda- 
mental functions performed by central 
banks was that of representing the coun- 
try as a whole, and conducting its financial 
relations with other countries. However, 
at that time the war was in progress and 
foreigners were so desirous of getting our 
goods that it was not necessary to wait 


to discuss financial conditions with them. 
It was possible simply to tell them to put 
up the cash here if they wanted goods. 
They usually arranged with their own 
banks to do just that. Thus the whole 
subject was deferred for a number of 
years. 


Branch and Foreign Banks 


As time has gone on since the close of 
the war, the larger city banks have found 
that there was much profit to be made 
from branch banking; and as is well 
known they have sought to extend the 
scope of their functions and to gather in 
more deposits by establishing branches 
here and there. One of the arguments 
which they have been able to urge against 
the small bank has been the fact that the 
large parent institution was able to fur- 
nish_ satisfactory foreign connections, 
thereby giving customers remittance and 
other privileges which they could not get 
from the small bank unless the latter itself 
obtained the facilities for so doing from 
another bank which possessed better con- 
nections than it itself had. 

In the country, the small banks have 
found that they had an increasing demand 
from their clientele for means of remit- 
ting funds to Europe, while in other ways 
the smaller banks have begun to feel their 
highly localized character a great deal 
more keenly than they did in former 
times. One result has been that they have 
wondered whether they could not get 
foreign connections of some sort that 
would be cheaper and better for them 
than the old plan of going through a city 
bank correspondent. On the other hand, 
there has been an increasing amount of 
business at the smaller ports, such as New 
Orleans and various others, that call for 
the actual exercise of foreign exchange 
functions in a way that necessitated satis- 
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ctory connections in other coun- 
es which the banks were not able 
make for themselves. It is true 
it they could still go through a 
city bank for much of what they wanted; 
vertheless, regulations that have been 
ued by the Federal Reserve Board in 
past year or two, have greatly im- 
paired the efficiency of city banks, in open- 
ing letters of credit and making accep- 
tances on behalf of the smaller banks in 
her ports. 
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Need of Reserve System 


All this has naturally aroused in the 
minds of a good many bankers the ques- 
m whether the agency that would help 
them out most might not after all be the 
reserve system. In a number of parts of 
the country, the subject has been discussed 
bankers’ conventions; and a good many 
men who have heretofore been disinclined 
see the reserve banks take on any more 
kinds of business, have been disposed to 
lieve that, after all, it might be very 
ell worth while if the reserve banks 
yuld bestir themselves a little; and would 
» what the Act permits them to do— 
tablish joint branches abroad. Were 
ey to do so, the member bank would 
ive the advantage of a strong coopera- 
ve agency operated in its own interest 
nd entirely free of the danger of inter- 
rence with, or revelation of business 
ffairs relating to its customers with which 
might become acquainted. 
This feeling on the part of the banks 
is been stimulated by the fact that the 
-called foreign banking corporations 
at have been formed by groups of banks 
hich took out stocks therein, have on the 
hole been so unsatisfactory to their 
embers, the latter apparently not being 
illing to trust them with their intimate 
isiness dealings. This accounts for the 
rowth of the feeling among a large 
lass of banks that what they need and 
ought to have is a series of reserve bank 
gencies abroad which would supply all of 
hose services which city banks in the 
ast have supplied to their country corre- 
pondents, but which do this work at a 
ery small margin of expense. Of course, 
he idea is anything but -acceptable to 
any of the larger banks of the cities. 
These regard it as obviously an unwar- 
inted interference with the scope of their 
wn actions. Their attitude has been very 
learly revealed in connection with the 
roposal to establish a Federal reserve 
ranch in Cuba. Thus a very decided 
line of opposition is being drawn between 
hem and the smaller banks which on 
the whole are favorable to the acceptance 
f this responsibility by reserve banks. 
Difficulties in the way are found in the 
ct that the city banks engaged in the 
‘oreign exchange business are of course 
irge contributors to the resources of the 
‘ederal Reserve System, and as such feel 
hat they ought not to be compelled to 
se their own funds and arrangements for 
he purpose of competing with themselves 
nd turning business away into other hands 
here they would get no profit from it. 
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There is justice in this view; and, in fact, 
it has appealed so strongly to the banking 
authorities thus far that they would never 
heretofore permit the serious considera- 
tion of any such plan. Indeed, when 
Secretary McAdoo once proposed to in- 
troduce it, he was completely blocked by 
the Federal Reserve Board; and probably 
by members of the banking community 
working upon or through the Board with 
the result that he had to drop the scheme, 
which at that time, however, referred only 
to the South American field. 

There is no diminution today of the ob- 
stacles to be encountered, but there is 
doubtless an increase in the vigor with 
which some action is being called for in 
view of the feeling that many country 
banks now have, that they must develop 
themselves into completely equipped bank- 
ing institutions if they want to avoid the 
intensity of competition, which they now 
see they must shortly meet in their con- 
test with the branch banking idea as de- 
veloped under the auspices of some of the 
larger institutions of the country. 

The probable outcome of this contro- 
versy is as yet not easy to predict with 
accuracy and depends a great deal upon 
the extent to which the present cleavage 
between city and country banks is allowed 
to develop. If country banks should con- 
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tinue to grow away from the city 
banks as rapidly as they have of 
late been doing in many sections, it 
would be. natural to expect that 
they would reach a point at which 
they would be inclined to seek for for- 
eign connections of their own and might 
easily begin to demand that Federal Re- 
serve Banks should provide such connec- 
tions on a cooperative basis and without 
more than a moderate expense for service. 
This would be the natural tendency of a 
feeling on their part that they must look 
out for themselves and no longer depend 
upon city institutions, which are cutting 
into their trade. 

On the other hand, it may still be that 
present relations among the banks will 
shift back into something like their old 
channel, country banks . becoming better 
pleased with the services of every kind 
supplied by city banks,.and among other 
things becoming more disposed toward the 
idea of depending upon the latter for 
foreign representation and service. At the 
present moment, there is an evident dispo- 
sition in many parts of the country to en- 
courage reserve banks to embark upon the 
foreign banking field regardless of the 
position assumed by many of the larger 
members of the system. The controversy 
at Washington with respect to the estab- 
lishment of a Cuban branch is merely in- 
dicative of a general situation. It may 
easily take a very considerably larger 
scope. 





Collection and Rediscounts Under Fire 


Washington, June 27. 
AR-COLLECTION discussion has 
assumed a new phase through the 
sending out by Mr. H. S. Claiborne, 

Chairman of the Committee of the Ameri- 
can Bankers Association “@ft par collec- 
tions, of a circular designed to arrest the 
attention of member banks with respect 
to the general question of the recent Su- 
preme Court decision. Mr. Claiborne in 
this circular calls attention to those por- 
tions of the Supreme Court decision 
which deny the right of the Federal Re- 
serve Board or system to enforce a uni- 
versal par-collection plan, and further 
urges that banks may now resume the 
charging of exchange without let or hin- 
drance subject of course to the general 
principles laid down in the decision. The 
announcement thus made is expected to 
result in further bank defections from 
the par-clearance system, and considerably 
to hamper the development of that method 
of dealing with current items. 

So serious does the situation seem that 
it is now expected that the Federal Re- 
serve Board will hold at an early date a 
general conference for the purpose of re- 
vising the practice of the Reserve System 
as regards par collection to the extent 
that is required by the Supreme Court 
decision. It is felt, according to current 
understanding, that further prolongation 
of the litigation is probably unnecessary, 
in view of the sweeping and inclusive 


character of the decision of the Supreme 
Court. That being the case, it may be de- 
cided that a general rectification of prac- 
tice at reserve banks to conform strictly 
with the ideas of the Court will be or- 
dered. That should result, it is believed, 
in terminating the further progress of 
anti-par legislation in the states; and 
should put the whole matter to rest, un- 
less Congress undertakes to adopt new 
legislation with regard to it. 

That an effort will be made to obtain 
such action on the part of Congress has 
been expected for a long time, and the 
issue is now likely to be brought sharply 
to the front, inasmuch as the Courts have 
given their final verdict. 

Urgent effort is still being made to get 
new conditions under which small banks 
all over the country can be forced into 
the Federal Reserve System and a re- 
vision of the Federal Reserve Act with 
that in view is now understood to be in 
process of preparation at the Treasury 
Department. One phase of the immediate 
plan for dealing with the situation 
seen in the action taken by the Board on 
Tune 26 and revoking the privileges of 
member banks’ as agents for non-member 
institutions in soliciting rediscounts. This 
action, by cutting off non-member institu- 
tions from accommodation (indirectly) 
at Federal Reserve banks, may operate to 
drive some banks into the system which 
would otherwise continue as non-members 
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The Bank Examiner—An Asset? 


The Use and Abuse of Bank Examinations 


ROBABLY there was a period in the 
P history of American banking when 

the question was more sharply under 
advisement whether the bank examination 
system could keep up with banking devel- 
opment and sustain its usefulness, than it 
is at present. Bank examination, as we 
know it, is essentially a plan adapted to 
the system of small or moderate-sized 
banks, and does not show to best advantage 
in those cases where a bank has grown 
to large proportions, still less where it rep- 
resents a “string” of branches. In 
European countries, bank examination of 
the kind that prevails here would be of 
little or no use. Hence the question: 
How far will it be of service in the United 
States as our banks grow to larger pro- 
portions and tend to parallel European in- 
stitutions in methods? 


Faults of Examinations 


In spite of all that has been done in 
recent years to improve the examination 
system, it remains true that the old faults 
persist in many cases. Among these are 
political methods of appointment, favor- 
itism of various kinds and _ nepotism. 
Coupled with these evils is the kindred 
evil of taking examiners into the service 
of the banks they examine about as soon 
as they really attain a definite usefulness. 
This tends to make the system a recognized 
means of passing into the service of banks 
and inevitably cripples its efficiency; per- 
haps not noticeably at any given time and 
probably not dishonestly at any time (save 
in rare instances), but it has a vitiating 
effect none the less. 

In these circumstances, and with a 
steadily changing body of examiners, the 
effect of the examination system of the 
present day is not as good even as it 
should be. Examinations are frequently 
slow and usually costly, relatively speak- 
ing, and the history of failures shows 
quite conclusively that in a good many 
cases, the bank examiner did not detect 
bad practices soon enough to correct them. 
In others, influences brought to bear on 
the authorities sufficed to keep them from 
closing the bank although they recognized 
that they ought to do so. All of these 
classes of cases are familiar, and repre- 
sent bank examination conditions which 
are not only weak and ineffectual, but re- 
sult in a breach of confidence with the 
public. 

It was because of their existence that 
the Clearing Houses began to institute 
examinations of their own a good many 
years before the Federal Reserve System 
was formed, while the same general state 
of things led the framers of the Federal 
Reserve Act to make special provisions 
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for elaborate examination through reserve 
banks. The Federal Reserve Board found 
that fear of duplicate examinations kept 
banks out of the system, but they have 
succeeded in bringing about cooperation 
between Federal National and State au- 
thorities so that today there is very little 
unnecessary annoyance through duplica- 
tion of bank examinations. 

The evils cited are merely examples of 
conditions which may and do arise under 
unfavorable circumstances. It is not suf- 
ficient to say that under good examination 
systems, or with the best conditions, no 
such dangers would be encountered. That 
is probably true, but the fact that such 
dangers are possibly encountered remains 
and shows that our examination system is 
not altogether satisfactory, even today. 


Where Examination Works Best 


It is probable that bank examination 
works best among the smaller institutions 
and especially among the country banks 
where the assets are not very complex 
and where the amount of examination af- 
forded by the directors or officers is com- 
paratively limited, and unskilled. The 
examiner then comes in more as fulfilling 
the function of an auditor; a function 
which in the large bank is performed by 
an officer regularly designated for that 
purpose. 

In such banks the examiner may be a 
very helpful and useful friend to the in- 
stitution and may render services that are 
invaluable. In due time he becomes 
familiar with the relatively simple condi- 
tions of lending in a given locality and is 
able to help newly organized banks with 
good advice while he is able to warn the 
older bankers as to the general financial 
conditions outside of the bank and the 
district, which affect the handling of their 
funds in other places. But such examina- 
tion is not always acceptable or congenial 
to the local banker. He too often regards 
it as an unnecessary expense or he treats 
the examiner as an interloper inclined to 
interfere with what is going on and not 
worthy of very much consideration. This 
of course is unfortunate and is a condition 
which ought to be resisted and resented 
by the stockholders who in such cases 
usually find the examiner about the best 
friend they have. 


Where Examination is Unsatisfactory 


The least satisfactory examinations are 
undoubtedly those which relate to very 
large banks in cities. In these, the ques- 
tions that the examiner is called to pass 
upon are tisually questions which call for 
the very highest kind of banking ability, 
and if the bank examiner were able to 


render much aid in connection with them 
he probably would find an important career 
open to him in actual banking. As for the 
detailed examination of the books, docu- 
ments and records of the bank, it is im- 
possible to go through the multitudinous 
detail in the way that is perfectly feasible 
with the small bank, and the result is that 
the examiner will make some special test 
of his own which may or may not be en- 
tirely conclusive. 

As a matter of fact, he usually knows 
very well that the auditor of the bank, 
who is as keenly alive as he is to the de- 
sirability of preventing fraud or wrong- 
doing, has already checked them over with 
far greater detail than he could. So the 
attention is naturally given largely to 
methods, unduly extended lines of credit 
and other matters of the sort and his as- 
sistance is not always very helpful. In the 
case of the small bank in the city, the 
situation may be quite different, just as 
is true of the country bank, but the large 
institution is often in a different situation. 
An example of the conditions had in mind 
under this head is afforded by the foreign 
exchange development before the war and 
early in the history of the struggle. At 
that time hardly any, examination that was 
worthy of the name was given to the 
foreign exchange departments of national 
banks. Conditions have altered since then, 
but the defects shown in that connection 
have made themselves apparent from time 
to time in other directions. 


Federal Reserve Examination 


Some help in the present situation has 
been furnished by the Federal Reserve 
System already referred to. It has not 
superseded National bank examination of 
course, but in a good many cities it is doing 
on a larger and better scale the same things 
that the Clearing House organizations of 
those places had begun to do before the 
Reserve System was established. The 
Clearing Houses had appreciated the faults 
of ordinary routine examination and had 
organized their own systems of inquiry 
and analysis. These the reserve banks 
have in many cases taken over and they 
are now doing an excellent work in bring- 
ing about a kind of cooperative relation- 
ships between the reserve banks and the 
member banks, designed to institute mu- 
tual cooperation in holding transactions 
within the provision of the law, keeping 
banks liquid and generally checking up on 
their dealings. All this has during the 
eight years since the organization of the 
system on a working basis attained a large 
development and grown into a body of 
practice which is universally regarded as 

(Please turn to page 468) 
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banking situation has been watched 
with more than usual attention in 
der to see what bearing the current 
‘ianges in business and speculation would 
ve upon the status of commercial insti- 
titions all over the country. In general, 
tie indications furnished by banking sta- 
tics during the month have been to the 
« fect that demand for bank credit is fair- 
well “saturated.” That is to say, there 
nothing to indicate further movement 
) toward a “peak’ higher than that which 
his already been attained. 
Normally, of course, there is an up- 
ard movement from now on during the 
rop-moving season.” But, as things 
stand, it would seem as if a reaction 
the speculative demand for loans 
as likely to occur, which would prob- 
ably come close to offsetting the de- 
mand for commercial funds. If this 
iould go on, it may well be that the 
ak” in commercial demand will turn 
it to have been already passed. 


Illustration of Reserve System 


There is some opinion to the effect that 
the reserve banks themselves there has 
lcen a definite turning of the tide. The 
latest reports of Federal reserve banks 
iow that the aggregate amount of bills 
Id has been not far from steady, slight 
creases here and there being shown. 
ut the strictly commercial paper bought 
discounted by the reserve banks has 
quite evidently tended to sag down to- 
wards a lower figure. As compared with 
year ago, for example, there has been 
decided increase in total bills on hand, 
tie amount being perhaps 90 per cent 
ahead of the figure announced at the cor- 
responding date a year ago. Analysis 
shows that a very large part of this in- 
crease was, however, in bills secured by 
overnment obligations, commercial bills 
iemselves showing only a very limited 
lvance. 
This advance is in the neighborhood of 
30,000,000 to $85,000,000, a figure which 
less than the increase shown at the be- 
nning of June, as compared with a like 
ite a year ago. The plain inference to 
» drawn from the figures as published 
that commercial demands thus far show 
irdly any inclination to draw upon the 
ieserve institutions. 
The situation in the different districts 
nds to bear out this state of things 
ither strikingly. In New York, the vol- 
ume of commercial paper discounted has 
heen running off rapidly for some time 
past, and, as compared with a year ago, 
iows but little increase. In the interior, 
rere has been some increase of loans as 
ere naturally would be in the agricul- 
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ie con since the opening of June, the 
14 


tural districts; but, as already stated, the 
decline of speculative demand has much 
more than offset them. 

The effect of this situation naturally is 
to cut down operations in the cities and 
to increase those in the interior banks of 
the country. It is a striking fact, too, that 
the interior reserve banks have shown so 
little serious strain as a result of agricul- 
tural requirements. They have, there- 
fore, been able to get along comfortably, 
and to lead their members to get accom- 
modation to correspondent banks in the 
cities rather than through applications to 
them. 

Of course, this makes a peculiar situa- 
tion, indicating as it does that there is 
not likely to be any resort to inter-reserve 
bank discounting during the coming au- 
tumn, unless there should, as some assert 
there will, be a great increase or change 
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The Banking Situation 


Trade and Industry Thoroughly Financed 


counts, while the liquidation of loans, sup- 
ported by bonds and stocks, has been prac- 
tically sufficient to offset the growth of 
seasonal borrowing. 

The same condition of affairs is also 
reflected in the fact that the amounts ob- 
tained by commercial institutions from 
Federal reserve banks by way of advance 
have shown a sharp tendency to decline, 
this decline being exhibited pretty well 
throughout the country, notwithstanding 
some exceptions here and there due to 
special and local conditions. Stability of 
prices has tended to check the disposi- 
tion to speculate in commodities on a basis 
of presumed price advance, and this has 
cut off a good deal of the land specula- 
tion which at one time seemed likely to 
run parallel with that in stocks, especially 
in the cotton region. Continuation of the 
conditions now indicated ought to result, 
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in the condition of affairs due to unex- 
pected agricultural demands. As for the 
latter, there is nothing of the sort yet in 
sight, and the low prices for agricultural 
products (as compared with other ar- 
ticles) appear to indicate a continued con- 
dition of conservatism in the agricultural 
regions. 


Position of Member Banks 


The member banks of the Federal Re- 
serve System, which reflect so accurately 
the general condition of the commercial 
banks of the country as a whole, show 
very little tendency to increased strain 
from their customers; and statements 
lately made concerning them indicate only 
a very moderate growth in loans and dis- 


according to the best observers, in the 
maintenance of very normal and reason- 
able conditions, generally speaking, during 
the remainder of the season with only a 
minimum of increased demand for loans 
in agricultural sections as a result of so- 
called crop-moving requirements. 


The Outlook 


A decidedly normal season, with abun- 
dant supply of call and time funds and 
plenty of available accommodation for 
commercial borrowers, seems now to be in 
sight, while in the agricultural districts 
borrowing is evidently likely to be prac- 
tically average or stable in amount, its 
seasonal peak being provided by funds 
given up by the securities market. 
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Industrial Inquiries 


ALLIED CHEMICAL 


A Strong Company 


Allied Chemical is 


Can you tell me how 
and have been 


doing? I am a stockholder 
patiently waiting for an increase in the divi- 
dend, but it does not scem to materialize. 
What do you consider the chances for a higher 
rate? Is the financial condition of the com- 
pany such as to justify a liberal dividend 
policy?—F. D. M., Boonton, N. J 


Allied Chemical & Dye Corporation for 
the year ended December 31, 1922, re- 
ported earnings equal to $5.68 a share on 
the 2,177,843 shares of common stock. 
This compares with $2.27 a 


cover a wider range in the necessities than 
Allied Chemical, and we believe that its 
future is well assured. 


BETHLEHEM STEEL 


Dividend Insecure 


I have purchased 50 shares of Bethlehem 
Steel common stock which now shows me a 
loss. The present price seems low for a 5% 
payer, and I suppose this is because the divi- 
dend is not very secure. What is your 
opinion?—C. L., Danville, Ill, 


Bethlehem Steel by taking over Midvale 


Bethlehem Steel did not cover dividend 
requirements on the common stock. Earn- 
ings April and May, however, were in ex- 
cess of dividend requirements and it is 
likely that the first six months will show 
dividend earned. Whether the dividend 
will be maintained or not, depends, in our 
opinion, on how general industrial condi- 
tions work out in the next few months. 
Should the company be able to keep up 
the present rate of operations, the dividend 
is apparently safe, but any important 
falling off would immediately put it in 








share in 1921. On the basis 
of these earnings, the pres- 
ent dividend of $ is liberal 
enough, but although no 
official statement of earn- 
ings for this year has been 
given out, business of the 





A LONG-PULL POSITION 


Stocks of sound companies held outright for income and 
appreciation in volume over a period of years need not in 


be sold now 


Your remarks in recent issues of THE MAGAZINE OFSWALL STREET, 
to put investment funds in a highly liquid condition, 


were 


pull viewpoint, we think 
very well of Bethlehem 
Steel, but at the present 
time, it must be considered 
a decidedly speculative 
position. 


jeopardy. From the long- 


very 


company has been running 
ahead of last year and a 
better report is to be antici- 
pated. Allied Chemical is 
one of the largest produc- 
ers of sulphuric acid in the 
country and had a good de- 
mand for this product in 
1923. It also controls one 
of the largest roofing de- 
partments in the country 
and with the building trade 
doing so well, this phase of 
the business is prosperous. 
Its subsidiary, the Barrett 
Co., is doing a large busi- 
ness through a continuation 
of the road-building pro- 
gram. The dye _ business 
has been doing fairly well, 
but the outlook for this end 
of the company’s business 
is more or less uncertain, 
because of foreign compe- 
tition. Allied Chemical is 
in very strong financial con- 
dition, as of December 31 
current assets totalled 868 
millions and current lia- 








timely. Unfortunately, I did not act on this advice. My stock 
holdings are held outright and are in strong companies. These 
stocks I purchased for income and with the idea of holding for 
appreciation in value over a period of years. That is the reason 
I did not sell out, but I can see now that by selling out, I could 
have repurchased the same securities very much lower and thus 
mark down the original cost of my investment. I would like to 
have your advice as to whether it would be advisable to sell out 
at this time, or hold in view of the fact that I have already missed 
taking advantage of a relatively large decline. The stocks I am 
holding are Westinghouse Electric, Union Pacific, American Tobacco 
and United States Stecl.—R. T. L., Jacksonville, Fla, 


Investors in common stocks, even though they have selected 
securities that are attractive for the long pull and may ulti- 
mately sell very much higher, should not neglect the opportuni- 
ties offered by big swings in the stock market. In other words, 
by a careful study of market movements, they can improve 
their investment position by selling out at or near the top of 
a bull movement and repurchasing in a period of low prices. 
This is what a large percentage of investors fail to do thus 
overlooking many wonderful opportunities to augment their 
capital. Westinghouse Electric, Union Pacific, American 
Tobacco and United States Steel are all very strong companies 
and on the basis of earnings and intrinsic value appear attrac- 
tive at present prices. As you say, these stocks have already 
had a considerable decline and you have probably missed the 
greater part of your opportunity. It is our opinion that they 
are likely to go somewhat lower this year, because of general 
market conditions, but at present levels, it may not be advise- 
able to risk the possibility of losing your long-pull position 
by selling out. 














AMERICAN EXPRESS 
1922 Report Unfavorable 


Several months ago I was 


told by my broker that Ameri- 
can Express stock was a good 
investment purchase, as it 
was a strong company and 
probably would pay larger 
dividends soon, I followed this 
advice, unfortunately, and now 
see that the dividend has been 
reduced. What is your opin- 
ion of the stock and why was 
this unfavorable dividend ac- 
tion taken?—K. D. T., War- 
ren, R. I. 


American Express is un- 
questionably a strong com- 
pany, but earnings in the 
past two years have not 
been very satisfactory; and 
this accounts for the reduc- 
tion in the dividend. For 
the year ended December 
31, 1922, balance available 
for dividends was approxi- 
mately a million dollars, 
equal to $5.52 a share on 
the capital stock. Earnings 
in 1921 were about the 


bilities 11.6 millions, a ratio “a 7% to 
one. The company on that date had mar- 
ketable securities on hand of nearly 24 
millions. In view of the strong financial 
condition and the better business now 
being enjoyed by the company, an increase 
in the dividend can be looked forward to 
eventually. The management of the com- 
pany is of the conservative type, however, 
and stockholders may have to exercise 
considerable patience. Few companies 
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and Lackawanna has greatly increased its 
outstanding stock. Ultimately, this merger 
should prove to be beneficial for the stock- 
holders of the company, but at the present 
time, Bethlehem Steel has large sums of 
money to spend in improving these proper- 
ties and co-ordinating the various plants. 
Ultimately, these improvements will result 
in a lower cost of operation, but it may be 
some time before the effect is reflected in 
earnings. In the first quarter of 1923, 


same. As a 6% stock, at present levels of 
102, it appears high enough and, in our 
opinion, you would do well to switch into 
some security that returns a higher yield. 
A suggestion is Westinghouse Electric 
paying $4 and selling around 56 to yield 
7.1%. Westinghouse Electric has an ex- 
cellent record and its business at the 
present time is on a decidedly prosperous 
basis. Unfilled orders on hand are un- 
usually large. (Please turn to page 446) 
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For July Money--A 7% Re-Investment 


When you are wondering how to re-invest the interest, dividends or repayment 
of principal that you have just received—when you are fully determined, once 
and for all, to put your money where it will be safe, just remember these two 
things about Miller Bonds: 
The rate of interest is up to 7%, because the security is located in the South. 
No owner of a Miller Bond ever had to wait a day for principal or interest 
due him. 
It’s the easiest matter in the world to find out the facts about Miller Bonds. 
Mail the coupon today for free booklet, “Creating Good Investments,” and for 
circulars describing 7% issues available for immediate delivery. 


$100 Bonds; $500 Bonds; $1,000 Bonds Mail This Coupon Today 


Interest paid twice yearly G. L. MILLER & COMPANY, INC. 


Income yield: up to 7% 814 Carbide and Carbon Building, 
30 East 42nd Street, New York. 








Partial Payment Accounts Invited 
Dear Sirs: Please send me your booklet, 


“Creating Good Investments,” and circulars 
= describing available Miller First Mortgage 
ra em @ Bond issues paying 7%. 
INCORPORATED 


814 Carbide & Carbon Building, 30 E. 42nd St., New York 
Philadelphia Pittsburgh St. Louis 
Atlanta Memphis Knoxville 


“First —The Investor’s Welfare” 


























ALDRED & CO. 


40 Wall Street 
New York City 
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(Continued from page 444) 
B. F. GOODRICH 


Price-Cutting in Tire Industry 


What is your advice to a holder of Good- 
rich common stock? I have been holding this 
stock for some time, patiently waiting for re- 
sumption of dividends, but the failure of the 
‘company to make good along these lines has 
about tired me out. Before disposing of the 
stock, however, I thought I would ask your 
opinon. Is there any dividend-paying stock 
which you would advise switching into?—A. 
FP. 8., Philadelphia. 


B. F. Goodrich Company, for the year 
ended December 31, 1922, only earned 73 
cents a share on the common stock and 
for the year 1921 a deficit of nearly nine 
millions was reported. For the first five 
months of 1923, Goodrich was able to 
largely increase its output and profits for 
this period are understood to have been 
very satisfactory. However, conditions in 
this industry at the present time are not 
particularly favorable. There has recent- 
ly been a price cut of ten per cent and 
competition is very keen. .The tire indus- 


try is suffering from overproduction and 


there are too many companies in the field 
scrambling for business. The failure of 
Goodrich to resume dividends has prob- 
ably been due to the desire of the man- 
agement to pay off bank loans before re- 
warding stockholders. Notes payable as 
of December 31, 1922, totalled twelve and 
a half million dollars. Goodrich is one of 
the strongest tire companies and the stock 
is not without long-pull possibilities. 
However, we do not feel that dividends 
are likely this year, and, in our opinion, 
it would be a good move on your part 
to switch into a dividend-paying stock. A 
suggestion is Moon Motors selling around 
23 and paying dividends at the rate of 
$3 per share per annum. This company 
earned $5 a share on the common stock 
in the first six months of 1923. It is in 
strong financial condition and the product 
of the company appears to be growing in 
popularity. (Please turn to page 458) 
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Inquiries on Railroad Securities 


ST. LOUIS-SAN FRANCISCO 
Adjustment and Income 6s 


What is your opinion of St. Louis-San Fran- 
cisco Railway adjustment 6s and income 6s? 
I note that they are selling about ten points 
apart. Can you tell me the reason for this 
and which is the best to buy, if either?—E. L. 
F., Cleveland, Ohio. 


There are 40 million St. Louis-San 
Francisco adjustment 6s due 1955 out- 
standing. Interest is payable April and 
October, if and to the extent that the 
available net income of the company shall 
suffice for such a payment. Interest, how- 
ever is cumulative and any deficiency shall 
be due and payable whenever the company 
shall have any available net income appli- 
cable to such payments. There is out- 
standing 35 millions of the income 6s due 
1960. Interest on’ these bonds is also to be 
paid only if earned and is non-cumulative. 
This explains the difference in the market 
price of these two bonds, for if in any six 
months period St. Louis-San Francisco 
should not earn sufficient to cover the in- 
terest requirements on the income 6s, the 
interest would not be paid and would not 
be made up in the future, whereas in the 
case of the adjustment 6s, any interest un- 
paid would immediately be made up when 
earned. In the year 1922, interest on these 
two bond issues was earned with only a 
small margin to spare, but earnings in the 
current year have shown a marked im- 
provement and it is quite likely that for the 
full year, the interest will be earned twice 
over. Both these issues are to be classed 
as speculative bonds, but at present prices 
of 71 for the adjustment 6s and 65 for the 
income 6s appear fairly attractive for a 
business man’s investment. We consider 
the adjustment 6s a better purchase in 
view of the fact that the interest is cumu- 
lative. ’ 
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CENTRAL RAILROAD OF NEW 
JERSEY 


Lehigh and Wiikes Barre Coal fale 


Will you be good enough to explain to me 
just what Central Railroad of New Jersey will 
receive from the sale of Lehigh and Wilkes 
Barre Coal Co. stock and what this is likely 
to mean to stockholders of the former? I 
have held some of the stock for investment 
for many years and I am naturally interested 
to know how the situation may work out. In 
your opinion, is the stock worth more than 
the present price of 185?—H. I. L., Paterson, 
N. Jd. 


November 17, 1921, Central of N. J. an- 
nounced sale of Lehigh and Wilkes Barre 
Coal stock for $32,291,130. A few days 
later the Coal Company declared a $35 
dividend, of which New Jersey Central 
share was applicable to the purchase price. 
Earlier in 1921, Lehigh and Wilkes Barre 
Coal declared a dividend of $75 a share. 
The total of these special dividends and 
the sums to be received through the sale 
is approximately 43 million dollars. Cen- 
tral Railroad of New Jersey capital stock 
totals $27,436,800 so that funds received 
from its coal subsidiary through sale and 
dividends in the past two years, total ap- 
proximately $150 a share on the stock. 
Under normal conditions in past years, 
Central Railroad of New Jersey earnings 
from its railroad property alone have been 
sufficient to show the 8% dividend on the 
stock earned with a fair margin to spare. 


At present prices of 185, therefore, 
this stock would appear to be sell- 
ing at a relatively low price. The 
book value of the stock at the close 
of 1921, was $324 a share and on this 
date the coal stock stood on the com- 
pany’s books at only 2% million. Ther« 
is no definite information available as tc 
what the management of New Jersey Cen- 
tral plans to do with its big cash surplus 


MISSOURI PACIFIC 
Earnings Unsatisfactory 


What would you advise doing with one hun 
dred shares of Missourt Pacific preferred pur 
chased at a price about five points abov 
present market quotations? Do you conside: 
that dividends are likely in the near futuref— 

G. L., Wilkes Barre, Pa, 


Despite the heavy traffic which most 
railroads of the country have enjoyed thi: 
year, Missouri Pacific earnings have not 
been satisfactory. Earnings for the first 
four months of 1923 were at the rate oi! 
only 65% of fixed charges. It is likely 
that Missouri Pacific will make a better 
showing in the balance of the year, but 
hardly good enough to warrant resumption 
of dividends on the preferred stock. Our 
advice is to switch into St. Louis-San 
Francisco 6% preferred selling around 40 
Earnings of the road so far this year have 
been sufficient to cover preferred dividend 
requirements several times over. We fee! 
that this issue is much closer to dividend 
payments than Missouri Pacific preferred 
and that you will recover your loss mor 
rapidly by making the switch. 


SOUTHERN PACIFIC 
Strong Financial Condition 


Will you please suggest to me a railroad 
stock that you consider is an attractive in 
vestment for the long pull? I prefer som 
issue that gives a reasonable return and whos 
dividend is reasonably secure. My idea is t 
put the stock away for income.—O. C. 8 
White Plains, N. Y 


A good stock for your purpose, in our 
opinion, would be Southern Pacific com 
mon. This road is in very strong financial 
condition, cash on hand as of December 
31, 1922, totalling 23 millions. For th 
year ended December 31, 1922, 12.47% 
was earned on the common stock and earn 
ings so far in the current year has beer 
at the rate of about 10%. This road has 
an excellent earning record over a long 
period of years and has paid its present 
dividend of 6% for sixteen years withou' 
a break. At present prices of around 86 
the return to the investor is 7%. The 
road has demonstrated that despite sever< 
competition from the Panama Canal, it is 

(Please turn to page 448) 
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The Passing of the “One-Horse Town” 


The one-horse town is no more. Even the most 
thinly populated counties have good paved high- 
ways or graded roads, usually open the year ’round 
and fast economical transportation via automobiles. 


In horse days the friend or store fifty miles away 
might almost as well have been across the ocean, 
but now fifty miles is merely an easy run of an 
hour or so for the man with a car. 


Economical transportation dissolves sectionalism 
and amalgamates all America. It has far-reaching 


social, political and commercial effects. To the 
student of economics, the general adoption of the 
automobile coincides with a new epoch in the history 
of the United States—an epoch in which many 
long established standards of living are being re- 
placed by newer and different standards necessi- 
tating a fresh viewpoint of all commercial and 
financial relations. 

In this transformation of the nation, Chevrolet, the 
leading exponent of economical transportation for 
all is playing an important part. 


Ser Economical Transportation 
EiaATiaw 
I _a 


epitomizes the progress of the industry to date along 
the line of maximum economy consistent with mod- 
ern requirements as to engineering efficiency and 
satisfactory quality. The wonderful increase in 
our sales proves that Chevrolet is leading in the 
evolution of individual transportation which 
measures and records the progress of civilization. 


Dealers and Service 
Stations Everywhere 


Prices f.0.b. Flint, Michigan 


Superior Two Passenger Roadster 
Superior Five Passenger Touring . ° ° ° 525 
Superior Two Passenger Utility Coupé . . ° 680 
Superior Four Passenger Sedanette . ° : 850 
Superior Five Passenger Sedan. ‘ . ‘ 860 
Superior Commercial Chassis ° ° ° ° 425 
Superior Light Delivery . ° ° ° ° ° 510 
Utility Express Truck Chassis ° ° . ° 575 


Chevrolet Motor Co. 


Division of General Motors Corporation 
Detroit, Michigan 


Superior Utility Coupe $680 f. 0. b. Flint, Michigan 
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(Continued from page 446) 
able to show substantial earnings 
and we feel that the present divi- 
dend rate is well secured. 
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NEW YORK CENTRAL 


7% Rate Appears Secure 

I am holding some New York Central Rail- 
road stock which I bought years ago at about 
114. In view of the uncertainty of Govern- 
ment action regarding railroads would you 
advise taking advantage of the present price 
of par or above in disposing of the same? It 
seems to me that bonds paying 5% or 6% 
would be the better investment.—T. P. K., 
Pittsburgh. 

For many years, New York Central 
has placed a large percentage of its earn- 
ings back into the property instead of pay- 
ing them out in dividends. The manage- 
ment has now decided to adopt a more 
liberal policy towards its stockholders and 
from the earning record New York Cen- 
tral has shown, it would appear, to be 
entirely justified in paying the 7% 
rate. Earnings for the first four months 
of 1923, allowing for seasonal variations 
of traffic, were at the rate of about 18% 
on the stock. Of course, common stocks 
of railroads are all more or less specula- 
tive and it is quite true that the radical 
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element in Congress will probably make 
an effort in December to force through 
legislation which might react unfavorably 
on railroad securities. In this connection, 
a recent decision of the Supreme Court, 
to the effect that valuation of public utility 
properties must be on the basis of replace- 
ment value rather than original cost, is 
important as this apparently would also 
apply to railroads. It is questionable, 
therefore, whether any legislation would 
hold that would prevent railroads from 
earning a fair return on the invested capi- 
tal. In view of the length of time you 
have held New York Central stock, we do 
not deem it advisable to dispose of it, 
now that it is paying a much more liberal 
dividend. The stock, in our opinion, is 
likely. to eventually work up closer to the 
price you paid for it. Of course, bonds 
paying 5% and 6% are a much better in- 
vestment from the viewpoint of safety and 
if you are not in a position to assume a 
business man’s risk, you should limit your- 
self to this class of security. 





New Security Offerings 


WHEELING STEEL 6% NOTES 
Secured by Collateral 


What rating do you give to Wheeling Steel 
three year 6% notes?—A. M., Chicago, Ill. 


Wheeling Steel 8 million 6% notes, due 
1926, are a direct obligation of the com- 
pany and are secured by pledge of 10 mil- 
lions, Wheeling Steel Ist and refunding 
mortgage 514% bonds, Series A. These 
bonds are a direct mortgage lien on fixed 
property having a total book value, after 
full reserves for depreciation and deple- 
tion, as of April 30, 1923, of 59%4 mil- 
lions, subject only to 15 millions under- 
lying divisional bonds outstanding under 
closed mortgages. Consolidated annual 
net earnings of the corporation and its 
subsidiaries for the 14 years ended De- 
cember 31, 1922, after providing for de- 
preciation and depletion, averaged more 
than five times annual interest charges, 
including these notes. Current assets as 
of April 30, 1923, after giving effect to 
this issue, were 36 millions and current 
liabilities 4.6 millions. Wheeling Steel 
owns and operates the properties formerly 
operated by the Wheeling Steel & Iron 
Co., La Belle Iron Works and Whitaker- 
Glessner Co. There are 14 main manu- 
facturing plants located along the Ohio 
River Valley manufacturing pig iron, steel 
billets, sheet bars, slabes, plates, tubes, 
sheets tin plate, wire and a widely diversi- 
fied line of finished products. The com- 


pany is largely self-contained in its opera- 
tions, owning the major portion ‘wf its 
raw material requirements. In view of 
the collateral pledged these notes are en- 
titled to a high rating, and at offered price 
of par to yield 6%, appear attractive. 
Holders have the privilege of converting 
at any time into the first and refunding 
mortgage 5%4s, due 1949, at 98. 


MEMPHIS POWER & LIGHT 6s 
Well Secured Issue 


How do you regard Memphis Power € Light 
Series B 6% bonds which I note are being 
offered at 99%?—O. V. M., Buffalo, N. Y. 


Memphis Power & Light Ist and re- 
funding 6s, Series B, due 1948, are secured 
by a direct first mortgage upon a sub- 
stantial portion of the company’s property 
including the recently acquired generating 
station, and a direct mortgage upon the 
remainder of the physical property sub- 
ject to two issues of underlying (closed) 
mortgage bonds aggregating $1,831,000. 
Earnings for the 12 months ended April 
30, 1923, available for interest renewals 
and replacements were $1,170,312 as com- 
pared with annual interest requirements 
including this issue of $486,550. Con- 
struction is under way for the installation 
of a new 15,000 kw. unit, the completion 
of which will enable the company to 
handle substantial additional amounts of 
power business which are now available. 
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Company does the entire central 

station power and light and the 

entire gas business of Memphis, 

Tenn., serving a population of over 
200,000. We consider these bonds we'll 
secured and a good investment at the 
offered price. 


CHICAGO & NORTHWESTERN 
Equipment Trusts 


I have noted your advice given in recent 
issues of the MAGAZINE OF WALL STREET tht 
it is advisable to have at least part of o 
funds in securities that can readily be liq 
dated without loss. I have considerable « 
on hand at the present time and am consid 
ing placing some of it in equipment trust cc,- 
tificates of early maturity. Are the Chic 
€ Northwestern equipments recently offered 
right for this purpose?—J. B., New Har 
Conn, 


Chicago & Northwestern $9,930,000 5 
Equipment Trust Certificates are secur 
by modern equipment costing 13.2 mil- 
lions, all of this equipment is leased 
the trustees to the railroad at a rent 
sufficient to pay the principal and interes 
when due. They mature in equal annva 
installments from June 1, 1924, to June 1 
1938. In our opinion, the earlier maturi- 
ties of this issue would be suitable for 
your purpose. They are offered at a price 
to yield 5.25%. 

PURE OIL 6%s 
Yield 6.6% 


Please give me your frank opinion of the 
Pure Oil Company 6%% bonds which are n 
being sold. The yield of 6.6% is, of cour 
attractive, but I note that the stock of t 
company has had a big decline recently « 
these bonds may be too speculative for 1 
I do not limit my investment to only hii 
grade issues, but wish to avoid anything of 
speculative nature.—S, A., Yonkers, N. Y. 


Pure Oil Company 12 million 6%% 
notes, Series A, due 1933, are a direct 
obligation of the company and with 4 mil 
lion outstanding bonds of subsidiaries co 
stitute the entire funded indebtedness 
Under the indenture, it is provided that 
neither the company nor its subsidiari 
will create any additional liens or incum- 
brances against any of their properties, 
excluding the issuance of public utility 
bonds under certain conditions, and that 
current assets of the company and sub- 
sidiaries shall at all times be at least equa 
to the total indebtedness of the company 
and subsidiaries including these notes. A 
sinking fund will retire approximately 
50% of the notes before maturity. 

Net earnings for the past six years have 
averaged 10% times interest requirements 
including the present issue. These notes 
are followed by preferred and common 
stocks, both of which are paying dividends 
and which have a market value at the 
present time in excess of 60 million do!- 
lars. Property, plant and equipment are 
carried on the balance sheet at over 126 
millions. It can readily be seen from 
these figures that the notes have a ver 
big equity behind them and are protected 
from any additional liens being placed 
ahead. It is our opinion that they are 2 
good business man’s investment at the 
offered price of 99 to yield 6.6%. 
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Thirty Million Dollars in_1923 
To Meet Constantly-Growing 





Demands for Service 





are provide for the ever-increasing requirements 
~~ for electricity and gas, operated utilities of 
Standard Gas and Electric Company will spend 
$30,000,000 on new property construction, 


extensions and additions in 1923. 


Total power 


resources of the companies will be increased over 39%. 


Growth of the business of these com- 
panies—serving 665 cities and towns, 
with population of over 2,375,000, in 
16 states—has been consistent since 
1912. The substantial increase of 
1922 was refiected in a gain of 23.3% 
in net revenue of Standard Gas and 
Electric Company. Dividend require- 
ments on the Preferred stock were 
earned more than 2% times. 


— 


| Par Value $50 





| You may share in the prosperity of one of the large, progressive and 
rapidly-growing utility organizations of the country by investing inthe 


8% Cumulative Preferred Stock 


Standard Gas and Electric Company 


| Listed on Chicago Stock Exchange 


| These shares may be purchased through us by mail, safely and con- 
| veniently—by our Monthly Investment Plan if desired. 
| current market price they yield the investor a return of about 8%. | 


Securities of public utility companies 
represent the most substantial and 
reliable form of corporate investment 
to be found—investments in proper- 
ties supplying daily necessities. They 
are fundamentally sound and meet 
the requirements of the conservative 
investor. Diversity of their business 
is limited only by activities of the 
people and natural resources. 


Non-callable 


At the 





Write for new illustrated booklet, describing the remarkable growth of the Company 


and its future prospects, and ve interesting charts, and air pictures of Minne- 
ma 


apolis, St. Paul, Louisville, Oklaho 


ity, Mobile, Tacoma, Stockton and San Diego. 


Ask for booklet BR 172 


H. M. Byllesby and Co. 


Investment Securities 
208 South La Salle Street, Chicago 


Detroit 
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TRADE TENDENCIE 














Production on Lower Plane 


Seasonal Reaction at Hand 





be established at these levels for some abortive. Demand consequently has fallen 
STEEL time. ae ta into a state of apathy, comparable onl 
The pig iron situation is quiet and ex- with the 1921 period, when most metals 
pectations are that third quarter buying were in the doldrums. The immediate 
. — will not be of important dimensions. rospect is for a drifting market, with 
New Buying at Minimum But Im- Foreign buying is aie less of a role cates some concessions in price. Sta 
provement Expected than in the past few months and this has _ tistical position of copper is, broadly 
ONSUMPTION of steel products eliminated a strong support of the mar-_ speaking, greatly improved. The Coppe 
continues at a heavy pace, but new ket. Production cont‘nues high to fill old Export Association has finally disposed « 
buying is of comparatively small di- Orders but a drop will undoubtedly take the last of its stock and scrap copper in 
mensions. A curious feature was that Place in the near future. the hands of domestic consumers has 
June buying was slightly greater than that Earnings reports for the second quarter virtually disappeared. Copper prices are 
in May, which seldom occurs. It is be- will be very satisfactory but the outlook now quoted at around 15 cents but prob- 
lieved that the present stagnation in buy- #5 that third quarter earnings will show ably will be shaded from this level. Zinc 
ing will give way to a fair-sized revival the effects of the current reaction. and lead are not in as good a position as 


within a few weeks. Production has fallen copper and prices are still following a 


off due to hot weather and to loss of labor downward trend. Declining consumption 
of lead in foreign markets is responsible 


attracted by out-of-door pursuits. 

There ~~ heen some enn sd in steel MOTORS \ for the declining quotations of the metal 
prices but the general average is holding and over-production of zinc is responsible 
firm. It is not likely that any material p aad for the relatively unfavorable position of 
set-back will take place in the near future. Over-Production? that metal. 
On the other hand, there is nothing to As a result of the tremendous pace of 
justify expectations of an important up- production in the first half of the year, 
swing. The outlook is that prices will the supply of open cars has far outrun the THE TREND 
demand. These cars have been a burden 
on the hands of dealers for some time STEEL—Production Lower. Demand 
already and the added supply is making at low point but will probably in- 

COMMODITIES matters more difficult. Some companies crease. Labor diverted te out-of- 
(See Footnote for Grades Used and have lowered prices in order to stimulate Gar gue. 
Unit of Measure) demand but it cannot be said that such METALS—Statistical position of cop- 
— 1923 ~ efforts have proved completely successful. per strong but present lull is pro- 
Hieh Low Last* Altogether, it would appear that the in- vocative of lower prices. Zinc 

gy a SS yn omnes dustry has made another mistake in per- and lead weak. 
Copper (3) 0.17% 0.14% mitting production to increase at a time 
Petroleum (4)... 4.10 00 when it was not clear that the supply could 
be moved. As a result of this accumulat- 
ing situation, it is practically certain that MOTORS—Over-supply of open care. 
a will fall sharply from these Lower production. Outlook Un- 
evels. favorable except for truck manu- 

The truck situation is somewhat different facturers. 
as there has in no sense been an over-pro- : , 
duction and, in fact, more than in the ean er —— Pane 
passenger car business the effort has been a antaiain Wieden ain 
to limit output in conformity with orders by hich costs and narrow margin 
*June 28. actually placed. As a result, the more of profit 
important automobile truck companies are 
(1) Open Hearth billets, $ per ton; (2) expected to show comparatively better re- | LEATHER—Dulness continues. Shoe 
ae — $ tae sults than those specializing in passenger manufacturers reducing mill oper- 
rel; (8) Pool No. 11, $ per ton; (8) Spot, cars. ations. 
ng FE “Ty iy)‘Non'S Yellow, SUMMARY: A definite lull h t i 

5 ; No. ¢ , : lefinite lu as set in 
Senta et OO) top. Heme Ghicese. METALS and hesitation is more manifest in 
c. per Ib.; (11) Rio, No. 7, Spot, c. business circles than at any time this 
is) SD See Sate crepe, c. per I 5 year. Prices are gently falling. The 

> » unwashed, c. per Ib. ; general outlook is for a period of di- 


14) Medium Burleigh, Kentucky, — i . 
it (16) Raw Cubss 96* Full mo Prices Continue to Sag | minishing activity during the next few 


l (16) Refined, c. ; (17) | months. 









































OIL—Steady Over-Production of crude. 
Industry in Unsettled Condition. 
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ewsprint per carload roll, c. per Ib. Sporadic attempts at improvement in 
the metal industries of late have proved 
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SIMPLE STATEMENT 
of the financial condition of the 


EMPIRE GAS & FUEL CO. 


—of interest to holders of its securities and to investors seeking 
sound short term bonds, with the attractive yield of 7.20% 


THE COMPANY OWNS 


Plants, buildings, leaseholds and similar fixed assets worth $263,934,188.48 
U. S. Bonds, moneys owed by other people, quickly sale- 

able oil, etc., which can be readily turned into cash. . 28,242,566.93 
Other assets such as prepaid insurance, amounts due from 

afhliated companies, etc... . . ... ++ + +e 9,480,630.13 








The resources of the company are therefore. . .. . $301 657,385.54 


THE COMPANY OWES 


eee. | lk lg et As a a fe a Se ee $8,512,042.29 
a ee ae es Oe cw ee 63,110,200.00 








71,622,242.29 





The company therefore has a net worth of . . . . : $230,035,143.25 
Subtracting the stockholders’ investment represented | 

By Preferred Stock . . . +  $25,343,435.00 

By Common Stock of Empire Gas & Fuel Co. ee 75,000,000.00 

By Common Stock of subsidiary companies in the 


a Fe ee ee ee ee ee ee 3,642,130.56 
103,975,565.56 








This leaves a surplus of . . . - « « «+ $126,059,577.69 
—of which there has been set aside a reserve . of er aan 77,892,841.55 





—leaving a NET SURPLUS of ......... $48,166,736.14 
From this plain statement of the condition of the Company which is taken from 
the Consolidated Balance Sheet as of February 28, 1923, the unusual amount of 
security back of the Company’s issue of $10,000,000 Three-Year 7% First and 
Refunding Gold Bonds, Series B, can be appreciated. 

When it is further remembered that the net earnings of the Company show an 
annual average for the 5 years ended November 30, 1922, of $16,507,665.65 and 
that the annual interest charges on all its funded debt, including the $10,000,000 
Series B bonds are $4,492,255, the security for both payment of interest and prin- 
cipal may be appreciated. 

The price of a $100 par value bond of this Company is $99.50; the coupons pay $7 
annually, and the bond becoming due on May 1, 1926, the yield is, therefore, 
7.20%. The price ot a $500 bond is $497.50 and the coupons pay $35 annually. 
The price of a $1,000 bond is $995, and the coupons pay $70 annually. 


Complete information regarding the securities of this company on request 


A.B.Leach & Co., Inc. 


Telephone John 1400 


62 Cedar Street, New York 


The information and figures used in this advertisement are taken from sources which we consider trustworthy, and, while not guaranteed, 
they have been relied upon by us in the purchase of these securities for our own account. 
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Prevention Better Than Cure 


About Uses and Abuses of the I. V. C. 
By G. W. B. WITTEN 


RALPH W. BUDD, Manager, I. V. C., Inc. 








HE Investors Vigilance Committee, Inc., is a very busy organization devoted to 


the mlerests of mvestors 


the merits of enterprises that have been dead for a generation 


It has plenty to do without being requested to go into 


The task of the 


i. V. C. Inc. is to analyze the merits or demerits of stock promotion schemes that are 


now alive. 


In order that the Committee have full opportunity to develop its work 


without hindrance, readers are requested not to send in letters about companies that; 
they know are dead but confine their requests for information to companies that are 
now operating or that are now alleged to be operating. 





OM the very inception of the work 

of the Investors’ Vigilance Com- 

mittee we have endeavored to render 
to the public a “Paul Revere” type o7 
service. We are glad to be able to say that 
in the main we have succeeded, and in 
many localities we have managed to get 
the people in the habit of making a 
thorough investigation of all securities 
offered them before investing. 

This is as it should be, but we regret 
to say that there are still numbers of in- 
experienced people who have nut got the 
right idea of what we are doing, or if 
they have, they consider their own judg- 
ment in investment matters sufficiently 
good to warrant their making investments 
without asking anybody's opinion. How- 
ever, we have also found that most of 
these self-satisfied people are very quick to 
‘ook to us for help when, after they have 
been badly stung, seek for a means to get 
their money back. 

One of our greatest financiers once re- 
marked that “The public does not think.” 
This has often proven to be the case. We 
are trying to get the public to think and 
to think hard whenever they are ap- 
proached by a vendor of securities. But 
we want them to think before it is too 
ate, and not after the damage is done. 

Recently a request came into the office 
from a Chamber of Commerce asking for 
information on a security which, when 
we made an investigation, we found had 
been obsolete for twenty-five years As 
we have had a number of such requests 
recently we made a point of finding out 
just what it was that prompted the in- 
quiry, and learned that a member of the 
Chamber had dug up some papers of his 
father, and among them had found these 
old obsolete securities. On being ques- 
tioned, this man admitted that he had 
known that this mining company had gone 
to the wall years ago, and that his father 
had told him that the investment was a 
complete loss The history of the com- 
pany was that their mine had proved to 
contain only a poor grade of ore 
and this finally played out entirely. Later 
Nhey had been forced into bankruptcy by 
Geir creditors. Their few remaining 
assets had been sold at auction and their 
creditors received around ten cents on the 
dollar. The stockholders received nothing. 

All this was known to the inquirer, for 


452 


very 


his father’s paper contained a complete 
record of the case. When asked why, 
although knowing all this, he had made 
inquiry, he stated that he was just curious 
to know what had become of the officers 
of the company. Now the I. V. C. is glad 
to help in guiding people through their 
local committees in matters of investment, 
that is our work; but we are too busy 
to hunt up dead issues simply because 
someone is curious about them. In se- 
curing the data on the above case, it took 
one man’s entire time for nearly two 
weeks, and the expenses ran up into the 
hundreds of dollars. If such requests 
were rare we would not mention it, Qut 
every few days we run into a similar 
case. A request comes in for information 
on a security. We naturally suppose that 
salesmen are soliciting people for the sale 
of this stock. We detail an investigator, 
who learns that the concern in question 
has been defunct for years, and that the 
inquiry was made by someone who just 
wanted to see what would happen. 

“Let the Dead Past Bury Its Dead.” 
The 1. V. C. is not interested in defunct 
enterprises. There are too many that are 
dangerously alive and that take all our 
energies to keep up with. Therefore we 
request that people will refrain from ask- 
ing us about concerns that they know are 
past history Often these requests are 
prompted by a desire on the part of the 
inquirer to see if we are able to find out 
as much about the matter as they know. 
In other words, they want to test our 
ability. 

The ability of the I. V. C. has been well 
tested We have succeeded in gleaning 
information where even the State and Fed- 
eral authorities have failed. Still we do 
not object to having our work tested, but 
we want the test to be in such a manner 
that it will be of real benefit to someone. 

There have been a number of crashes 
recently in the security world Follow- 
ing each of these crashes we have received 
a deluge of inquiries, and invariably each 
inquiry contains the question, “Is there a 
chance to get my money back?” The 
crash of a big promotional enterprise 
always produces columns in the news- 
papers exposing that whole story of the 
promoters transactions Any information 
that we can add is generally negligible, 
yet when the investors have the whole 


thing before them they turn to us for more 
information. 

If we could only get people to come 
to us before they invest, before the crash 
comes, just think of the millions of dol- 
lars we could save for legitimate enter- 
prise. But we so often find that before 
the crash of an enterprise people have 
been so packed with lies by smooth-talking 
salesmen that they not only thoroughly 
believe in the enterprise but they are ready 
to fight in defense of the promoters. 

Recently the writer was talking before 
an assembly of leading business men, and 
was asked to give an opinion on a certain 
promotion then in progress. The I. V. C. 
had made a thorough investigation of the 
affairs of the concern in question, and 
had found everything about it very much 
out of order, and had also learned that 
only a miracle could keep this concern out 
of the hands of the receiver. The writer 
stated these facts and immediately met 
with a torrent of indignant denials that 
there could be anything wrong with the 
men who are at the head o£ the enterprise. 
The argument became somewhat heated, 
so the writer closed it by stating that 
within a short period of time the crash 
would come. Since then the crash has 
come. This concern has gone into bank- 
ruptcy and the officers are now under in- 
dictment, and as usual the very men who 
denounced the writer for his opinions have 
since written to us and asked us to help 
them get their money back. 

“Prevention is better than cure.” Do 
not wait until you have been stung be- 
fore seeking competent advice on a se- 
curity. And when you are given advice 
by a competent, disinterested party do not 
be hasty about condemning that party’s 
opinions. Remember that the work of the 
I. V. C. is to prevent, not to cure. Take 
any proposition that is presented to you 
to your local vigilance committee, and ask 
them to ask us about it for you, then 
when the answer comes let it be your 
guide. We are ready to help you, and 
are always at your service, through your 
local committee. 








This page has been donated by THE 
MAGAZINE OF WALL Street for the ex- 
press purpose of presenting regularly the 
work of the Investors’ Vigilance Commit- 
tee, Inc., with whom we are cooperating in 
conjunction with the Chambers of Com- 
merce and other Business Organizations 
of the Nation. 

The statements contained herein are not 
guaranteed but are based upon informa- 
tion which we believe to be accurate and 
reliable.—Editor. 
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THE 
UNITED GAS and ELECTRIC 
CORPORATION 


UNITED GAS & ELECTRIC COMPANY 
LANCASTER COUNTY RAILWAY AND LIGHT COMPANY 


controls, directly or indirectly, through 
its ownership of the stocks, public utility 


properties in the following communities: 


*Bloomington, III. Lancaster, Pa. 
Colorado Springs, Col. “Lockport, N. Y. 
Columbia, Pa. New Orleans, La. 
“Elmira, N. Y. *Richmond, Ind. 
Gretna, La. *Terre Haute, Ind. 
Houston, Texas Harrisburg, Pa. 


Tie Companies located in five of the above cities, indicated by ““*"’ mark, 
partly finance their requirements by the sale of Preferred stock locally. This 


plan is being gradually extended to include all subsidiary companies. 


UNITED GAS & ELECTRIC ENGINEERING 
CORPORATION 


Engineers Management 


Construction Appraisals 


Reports, Estimates 


and 


Specifications 


61 BROADWAY NEW YORK, N. Y. 
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That the railroad holdings of insurance companies should have taken the sharp jump fol- 


lowing 1888, as shown im the separate chart below, is less surprising when the above com- 


parisons are considered. 


They show that over 75% of our Railroad mileage and over 75% 


of Railroad Capitalization was consummated in the period from 1870 to 1920. 


(Continued from page 407) 
Mortgages and confined their purchases of 
Stocks & Bonds to less than 10%. 

In the forty-five years that followed, a 
very drastic change took place, as another 
glance at Chart 8 will confirm: By 1905, 
portion of Assets invested in Mortgages 
had declined to little more than one- 
quarter of the whole, while the portion in- 
vested in Stocks & Bonds expanded to 
more than half of the whole. 

There were very logical reasons for this 
shifting of the Insurance companies’ in- 
vestment bulk during the period covered. 
The decline in Mortgage holdings, for ex- 
ample, was a natural consequence of the 
unsettlement which developed in the realty 
world as an outgrowth of the more or less 
general financial disturbances which oc- 
curred in the 70’s. How serious these 
disturbances were is suggested by the line 
in Chart 8 which records Life Insurance 
holdings of Real Estate. This line many 
authorities consider to be a very accurate 
barometer of real estate conditions in gen- 
eral, since it represents, in large measure, 
the amount of Real Estate, formerly ac- 
cepted as security for mortgage loans, 
necessarily taken over by the Insurance 
companies in satisfaction of mortgage ob- 
ligations which cannot be met. When the 
Real Estate market is “overbought,” and 
foreclosures begin, the realty line in Chart 
8 rises, and vice-versa. 

Note, then, that in the 10 years from 
1870 to 1880, Life Insurance holdings of 
Real Estate soared from about 4% of their 
total assets to about 11%—or an increase 
of some 200%. That the demand for 
Mortgage Loans should have declined in 
the interim is not surprising. 


The Increase in Security Holdings 

So far as the amazing increase in hold- 
ings of Stocks & Bonds is concerned, a 
large measure of this growth may be at- 
tributed to the co-incident development of 
America’s great railroad systems from 
1870 on. Glance at Chart 7, which traces 
this railroad growth, and you will see that 
a full three-quarters of the total mileage of 
our present transportation system went into 
operation during the period from 1870 to 
1920; also, you will note that a full three- 
quarters of the existing capitalization of 
our railroad companies was issued during 
the same period. The Life Insurance com- 
panies, with increased surplus assets re- 
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sulting from liquidation in the Mortgage 
field, were inevitably attracted by the ex- 
pansion of the Railroad field and the great 
promise which that expansion held out; it 
was natural that their Bond & Stock hold- 
ings (for a long period made up largely 
of railroad securities) should have ex- 
panded in the manner shown. 

That holdings of Securities and those of 
Mortgage Loans should have reversed 
their trend in the period from 1905 to 
1915 (Security holdings declining some 
10%, while Mortgage holdings increased 
by a similar 


Mortgage Loans, after a 4-year decline, 
also started upwards, while Real Estate 
holdings dropped steadily lower. 

Harking back to our previous analy 
of the Real Estate holdings of Life I; 
surance companies, little need be said about 
the decline in these holdings during the 
period under review. Obviously, the wir 
spread prosperity which developed folloy 
ing the outbreak of the war, the surging 
demand for Real Estate which grew 
of that prosperity, and the doubling a 
trebling of Real Estate values in con 
quence of this demand, all contributed 
the decline in this Real Estate line. 
the first place, foreclosures became far 
fewer and further between; in the second 
place, the Life Insurance companies foun: 
it possible to unload, at the opportunity 
prices prevailing, great quantities of Rea 
Estate which had been thrust upon then 
in previous and less happy days. 

Some believe that the sub-normal po 
tion of this Real Estate line today shou 
be construed as a warning signal to r 
estate holders—or, rather, to prospecti 
buyers of Real Estate. They argue tl 
the time to buy is when conditions are 
turning for the better, and not when con 
ditions are at their best. They arg 
further, that the Life Insurance companic 
would scarcely have carried their liquid 

(Please turn to page 480) 





amount) is equal- 
ly logical. Put 
your thoughts 
back to the ten 
years prior to the 
war, when Steel 
common could be 
had around $10 
per share and 
Union Pacific 
around par: Se- 
curities were nec- 
essary evils in 
those tim es—ob- 
jects of sorhe curi- 
osity — mementos 
of better days; but 
their investment 
appeal, due to 
growing industrial 
depression as well 
as, in no small 
degree, to the 
trust-busting era, 
was limited in the 
extreme. 


since 1915— 


The changes 
which occurred in 
the distribution of 
Insurance Assets 
in the period fol- 
lowing 1915 and 
down to the pres- 
ent day are the 
most interesting 0 
we have to review. 

You will note, wv 
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again from Chart 
8, that holdings of 
Stocks & Bonds 
rose steadily; that 


Here is depicted the fluctuations which have occurred in percentage 

holdings of all classes of investments by Life Insurance companies. 

Note the decline in real estate holdings, and the corresponding up- 
trend in holdings of mortgages and securities. 
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Customer Partnership 


as developed by the 


Southern California Edison Company 
HERE THEY ARE— 








Have an Average 
Stockholders Investment of Total Owned 
$ 300 Each $10,140,000 
500 “ 4,500,000 
“ 5,700,000 
“ 6,900,000 
3,125,000 
3,000,000 
3,400,000 
4,950,000 
2,750,000 
3,100,000 
3,000,000 
1,200,000 
800,000 
700,000 
1,000,000 
1,800,000 


$56,065,000 




















Of the 55,565 Edison Stockholders 


31,607 are Men * 22,274 are Women 
1,148 are Children 536 are Estates 


THIS IS PRACTICAL PUBLIC OWNERSHIP 


retaining all the advantages of private management and initiative, 
protecting both investor and consumer through State regulation 
and enabling the public at large to participate in the reasonable 
profits accruing from a well-managed business supplying an essential 
service to a prosperous community. 


SOUTHERN CALIFORNIA EDISON COMPANY 


LOS ANGELES 
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New York Stock Exchange 


Pre-War War Post-War 
Period Period Period 


Odd Lots 


Last Div'd 
Sale $ per 


listed securities offers 
diversification and safety 
to both the large and 
small investor. 

We have prepared an in- 
teresting booklet which 
explains the many advan- 
tages offered by Odd Lot 
Trading on the New York 
Stock Exchange. 


Copy furnished on request. 
Ask for M.W.305 


1C0 Share Lots 


Curb Securities Bought or Sold 
for Cash 


| 
* Muir & (p. 


(New York Stock Exchange 
| Members ; New York Cotton Exchange 
‘N.Y. Coffee & Suyar Exchange 


New York 





| 61 Broadway 


————— 











MAIL 
INVESTMENT 
SERVICE 


Our Mail Investment Department 
keeps in touch with each one of 
our out-of-town customers and 
helps him select investments most 
suitable and desirable to one in his 
circumstances. 


Many investors maintain a personal 
correspondence with our statis- 
ticians and in that way keep in 
close contact with changing market 
conditions. 

If you live out-of-town there is no 
reason why you cannot satisfac- 
torily invest your funds with the 
helpful co-operation of our Mail 
Service Department. 


We shall be glad to mail 
a copy of our Booklet 


“Investing by Mail’ 


to those interested, on request 


GRAHAM, RITCHIE & CO. 
Formerly Graham & Miller 
Members New York Stock Exchange 


66 Broadway New York 
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Trading in Odd Lots of “1909-13 iets, 


Low High 


90% 111% 
96 102% 
26 


102% 1 
90% 96 
77% 80 
165 
eR & Ohio 51% 
Ches. & Ohio Pfd es 
Cc. M. & St. Paul 
Do. Pfd. 
Chicago & Northwestern... .. 
Chicago, R. I. & Pacific... 
Do. 7% Pfd 


Delaware & Hudson 
Delaware, Lack. & 
Erie 

Do. Ist Pfd 


Great Northern Pfd 

Illinois Central 

Kansas City Southern 
Pfd. 


Do. 
Lehigh Valley. . 
souetie & Nashvi 
, Kansas & Texa 


N. Y. Central 

y , * saeeee & St. Louis.. 
> ne & Hartford. 

N Vu Ay & Ww 
Nortolk & Western 
Northern Pacific... 
Pennsylvania 
Pere Marquette 
Pitts. Vv 


De. 2nd Pfd. 
St. Louis-San Francisco..... 
St. Louis Southwestern... 
Southern Pacific 
Southern Ry ... 

Do. Pfd. 
Texas Pacific............- . 
Union Pacific 

Do. Pfd 


Western Maryland 
a mg guns 


INDUSTRIALS: 


Adams Express 
Allied Chem 
i Mhs wseceses 
Allis-Chalmers .... 
> er 


Am. Beet Sugar 
Am. Bosch Mag. 


Do. 

Am. Express .. 

Am. Hide & Leather 
Do. Pid 


Am. International 
Am, Linseed 
Am. Loco. 

Do. Pfd.. 


Do. 
Am. Tel " Tel.. 
Am. Tobacco. 


Do. Pfd 

Anaconda 

Associated Dry Goods....... .. 
Ast Pid 


114 
155% 
186 
110% 
161% 


\ 
“"1919- 1922 
Hi Low 


——1923—, 
h Low June27 Share 
97% 97% 6 
87% 90 
110% 
40'5 
553. 
yo 


9834 
18% 


i 


> SOROS: : 


23° 
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Price Range of Active Stocks 


Calif. Packing 


Pre-War War Post-War 


Period Period Period 


_ 1909-13 1914-18 1919-1922 
High Low High Low High Low 
874, 48% 


INDUSTRIALS 
Continued: 


Calif. Petro. : 72 16 7 15% 
Calif. Petro. Pid... ‘ 4 " 


a 


oO 


re) 


wc 


nv 


v8 =] 


72a 2) 


yn 


CeCCH44H44 7 


a“- 


<<c 


eeeees 


MAAN AaAnANMN|AN|NOONN 


Ir 
Ir 
Ir 
Kell 
K 
K 
I 
L 
Loe 
I 
N 
M 
M 
N 
N 
N 
N 


ntral Leather. . aa % 22% 


“ay "ea 111 ’ oa 57% 


rro de Pasco ; A 23 
andler Mot - - 38% 
ile Copper , ome \% 7% 


541% 
*166 


4 *160%4 
; 


Pfd 
sible Steel. 
ba Cane Sugar . 
van Amer. Sugar....... ° 
licott-Johnson 
do. » 
nous Players 
do. 
~eport = 
1 Asphalt. _ 
'l Electric 


ison Motors 
pp Motors 


. Nickel 
er. Paper 
vincible Oil 


ystone Tire 
kawanna St 
1a Locomotive 


vmi Copper 
idle States Oil........-.. ° 


tl Lead 


ladelphia Co. 
llips Pet 

erce Arrow 
do. 

tsburgh Coal 
ssed Steel Car 
Do. Pfd 


y Cons. Cop 
slogle Steel 
yuublic I. & S 
Jo. Pfd.. 

yal Dutch N.Y 
ell T.&T 


omberg Carb... 


Jo. 


stern Union 
stinghouse Mfg 
ite 

ys Overland 
on 


»lworth 7 76% 


* Old stock. % Bid price given where no sales made. 
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Southern 
Railway 


We have prepared an 
analysis of this company 
which discusses in detail 
its properties, earnings 
and the technical position 
of the company’s stock 
in the present market. 


We shall be pleased to 
send a copy of this 


analysis upon request. 


Mc DONNELL & (oO. 


120 BROADWAY 
NEW YORK 


Members New York Stock Exchange 


SAN FRANCISCO LOS ANGELES 














Ona 


small scale 


it is sometimes 
difficult to carry 
outaninvestment 
plan. 


Odd Lots will help you. 
They are simply small 
lots of securities. 


We specialize in Odd 
Lot orders for any listed 
securities—our informa- 
tion department will aid 
you in making your 
plans. 

Booklet explaining 


Odd Lots will be 
sent you on request 


~ Ask for MG 


GisHoLM & (HAPMAN 


Members New York Stock Exchange 


52 Broadway Bowling Green 
New York 6500 


Six convenient offices in the 
metropolitan district 























LANDEN, VERCOE & CO. 
DESHLER HOTEL BLDG. 
COLUMBUS, OHIO 


Members of 
NEW YORK STOCK EXCHANGE 
PITTSBURGH STOCK EXCHANGE 
COLUMBUS STOCK EXCHANGE 

















Income Insured 


Twenty Years 


by the non-cancelable lease 
with the United States Gov- 
ernment. 

This rental is twice the divi- 
dend requirements on the six 
and one-half per cent pre- 


ferred stock of 


The Cincinnati Postal 
Terminal & Realty Co. 


which owns the property and 
building in fee. 

Yearly sinking fund to retire 
the preferred stock. 


Building contains over 150,- 
000 square feet. 


Price 103 and accrued divi- 
dend. Nets 6.32% 


Full information upon request 


CHANNER & SAWYER 
Members Cincinnati Stock Exchange 
505 Union Trust Bldg. 
Cincinnati, Ohio 




















ANSWERS TO INQUIRIES 
(Continued from page 446) 





CUBAN AMERICAN SUGAR 
Dividend Outlook 


The Cuban American Sugar Company’s 
Directors at their June meeting did not take 
any action on the common dividend, It is my 
understanding that this company is making 
very handsome profits at the present time and 
the failure to declare a dividend seems rather 
surprising to me. Can you give me any idea 
on what the company will earn on the common 
stock in the current year and when dividend 
action can be expected?—wW. 8., Newark, N. J. 


As conditions now stand in the sugar 
industry, Cuban American Sugar is likely 
to show as high as $8 a share earned on 
its one million shares of common stock 
in the current fiscal year. The company 
has not disposed of all of its sugar, but 
as the price of raw sugar is still around 
5Y%4 cents, it is in position to dispose of its 
stock at a very handsome profit should 
there be no important decline in price. 
Balance sheet as of September 30, 1922, 
showed a good financial condition with 
working capital around six millions. The 
company apparently is in position to start 
dividends on the common stock at any 
time and we believe that such action will 
be taken by the end of the year. In view 
of current earnings, a $4 dividend rate 
would be conservative, but it is generally 
believed that the regular rate will be less 
than this with additional payments in 
the form of extra dividends. The com- 
mon stock has a book value of $40 a 


share. As the company was organize: 
before the war when values were very 
low this is probably a fair valuation o 
assets. 


A. I. NAMM & SONS 6s 
Yield 6.1% 


As a resident of Brooklyn I am acquainte 
with A. I. Namm € Sons store and have bee 
impressed with the way their business ha 
been growing. I am, therefore, considerin 
making an investment in their 1st mortgag 
6% bonds. What do you think of them?—<S 
R., Brooklyn, N. Y. 

A. I. Namm & Sons $3,500,000 1st mort 
gage 6s due 1943 are secured by a firs 
mortgage upon properties located in th 
center of the downtown retail section o 
Brooklyn, valued as of April 30, 1923 
after depreciation, at $7,556,017 or $2,15 
per $1,000 bond. Balance sheet as o 
April 30, 1923, shows net quick assets o 
$2,195,784. Earnings for the three year 
ended Feb. 1, 1923, have averaged 28 
times the interest requirements of thi 
issue. For the year ended Feb. 1, 1923, 
during which the profits reflected the in 
creased business resulting from complete 
portions of the company’s enlarged sellin; 
space, net earnings were 414 times interes 
requirements on this issue. This is a wel 
secured issue and we see no reason wh 
you should not make the investment. A‘ 
the offered price of 99 the yield is 6.1% 
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as increasing its profits through control 
of all steps in the process, from mining 
the copper ore to producing the brass and 
copper goods. Its ownership of Chile Cop- 
per Co. gives it control of a vast body 
of ore which can be cheaply worked, esti- 
mated production costs being 8 cents a 
pound. 

Because of the fluctuations in the cop- 
per industry, particuarly since 1919, Ana- 
conda’s earnings have been fluctuating 
widely, although this tendency is expected 
to be less marked in the future. From 
1914 to 1920, including the immensely 
prosperous war years, the company earned 
an average of $8.26 a share on the com- 
mon; in 1921, as a result of the deprecia- 
tion of its inventory stocks, it lost 17 mil- 
lions, while last year it earned $1.18 a 
share and this year is earning at the rate 
of $6. 

After the financing made necessary by 
the acquisition of the Chile and the Ameri- 
can Brass properties, the capitalization 
stands at 174.7 millions of bonds and 30 
million shares of common of $50 par 
value. Dividends have been paid on the 
common since 1900, at rates varying from 
4 to 23%. In 1921, they were passed, 
however, and were resumed at the rate of 
$3 annually in February of this year. 

According to the report as of Decem- 
ber 31, 1922 (which does not make allow- 


ance for the 150 millions of bonds recently 
issued for the two new acquisitions), th 
company had 968 millions of current 
assets, of which cash and _ receivables 
amounted to 33.9 millions, while current 
liabilities amounted to 44 millions. Thi 
inclusion of receipts from the sale o 
bonds would undoubtedly have further im 
proved the company’s showing of liqui 
assets. 

With such a strong financial posi 
tion, a dominating place in a major in 
dustry, and greater stability indicated 
by its new extensions, the stock of the 
company yielding 7% is in a more at- 
tractive position than it has been for 
a long time. 


AMERICAN CAR & FOUNDRY CO 
COMMON 


This company is considered by many t 
be the “leader” of the equipments, in th 
sense of volume and stability of business 
While it is primarily a builder of freight 
cars, it has been diversifying its interests 
to some extent in recent years, doing re- 
pair work, construction of different kinds, 
and manufacturing a variety of products. 

A moderately good earner before the 
war, the company benefited hugely from 
war orders, but with the restoration of 
peace showed its ability to make a good 

(Please turn to page 460) 
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It takes time to make wise selection 
of sound securities. Now is the time 
to pick investments for your mid- 
year funds, your interest, divi- 
dends and money in bank. Prompt 
action avoids loss of interest and 
gives you early choice among the 
present offerings. 


Our new booklet will aid you by 
describing a widely diversified list 
of First Mortgage Real Estate Bonds 
yielding liberal interest and sur- 
rounded by the safeguards provided 
by our Formula of Safety which fora 
generation have proved their worth. 


During the maiy years the Amer- 
ican Bond & Mortgage Company has 


127 No. Dearborn Street 
Chicago 
Cleveland 








Choose Your Investments Now 


been in business, many thousands 
of investors throughout the United 
States have purchased through us 
many millions of dollars of First 
Mortgage Real Estate Bonds, se- 
cured by improved city properties, 
without one dollar loss of principal 
or interest. 


The opportunity to invest wisely and 
to obtain the good interest return of 
62% is available today provided you 
act promptly in sending for this mid- 
year investment list. 


We will gladly send it without cost 
or obligation on your part. Write 
now while there is still time to 
benefit by its information. 


Ask for Booklet N 93 


INCORPORATED 


Capital and Surplus Over $3,500,000 


345 Madison Avenue 
New York 


Boston Philadelphia 


and over twenty other cities 
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American Cast Iron 


Pipe Co. 


6%-Cumulative Preferred Stock 


Callable in whole or in part at 105 
and accrued dividends on any 
dividend date. 


We recommend this Stock for invest- 
ment, based upon the following facts: 


1—Largest independent Cast Iron 
Pipe Company in the World. 

2—Capitalization will not be in- 
creased by this offering. 

3—Fourteen years’ unbroken divi- 
dend record. 

4—Capitalization: 1905, $250,000; 

1932, $1,435,700. Depreciation 
reserves, $864,981. 
Company needs no _ additional 
capital and has no bonded debt. 
Conservatively managed. Patents 
and good-will not included in 
assets. 

5—16 years’ sales, $41,567,199. 
Average after depreciation, 2% 
times requirements. Earnings, 
1922: 7% times requirements. 
Average net, 16 years, equals 
about 20% capitalization. 

6—Value back of Preferred Stock, 
$197. 


PRICE: 8514, and accrued dividend 
To Yield 7% 


F. J. LISMAN & CO. 


20 Exchange Place, New York City 


Established 1890 
Members New York Stock Exchange 

















Share in the 
Earnings 


of banks, trust companies and 
other selected financial insti- 
tutions by investment in the 
stock of 


Eastern Bankers 
Corporation 


Income based entirely on se- 
lect investments, affording ex- 
ceptional safety, profit possi- 
bilities, and steady return. 
A most unusual investment 
opportunity. 

Fullest investigation invited 


Ask for Circular D1 


Bankers Capital 
Corporation 


Bank and other Financial 
Corporation Stocks 


41 East 42nd St., New York 


Telephone Vanderbilt 1155 














Current Bond Offerings 


New Prospects Discussed 


HERE was a large volume of new 

offerings of bonds during the past 

two weeks, more or less evenly di- 
vided between state and municipals, in- 
dustrials and public utilities. There were 
few foreign or railroad issues. There 
was little change in the yields offered 
within the respective groups. Thus the 
average utility bond was issued on slightly 
over a 6% basis which is about the figure 
of the past few months, industrials aver- 
aged somewhere around 7% which is com- 
parable to the rate that has existed for 
nearly a year and rates on municipal offer- 
ings varied from 4% to as high as 54%. 
The largest bit of financing was by the 
State of North Carolina which issued a 
note issue of $15,000,000 at 4.50%. It is 
probable that future issues of municipals 
will be comparatively limited in view of 
the fact- that owing to a high state of 
prosperity in many parts of the country, 
taxation is being counted on to produce 
the necessary revenue. Also there is a 
distinct tendency in some districts to pay 
as they go, a situation which is heartily 
endorsed by THE MAGAZINE oF WALL 
Street, which for some time has been 
pointing out the dangers of the extrava- 
gant tendencies of our municipalities, as 
a whole. 

Owing to the fall in the stock market 
and subsequent reaction upon bonds, there 
has been a cooling of the public \attitude 
toward new securities. It is probable 


that this disadvantageous situation will 
continue for some time. 

On the money side, there is no caus 
for uneasiness as there are plenty < 
funds for investment. The Federal Re- 
serve statements, in recent weeks, have 
been most reassuring. 


2 
t 
i 





NEW BOND OFFERINGS 
STATE AND MUNICIPAL 
Off'd Yield 
Amount (% 
Syracuse, N. Y.... 
North Carolina..... 
Richmond, Va...... 
Kenosha, Wis....... 
New Jersey......... 


PUBLIC UTILITY 


Carolina 


& 
t. . 2,500,000 


in sith ares iol 
Adirondack Power & 
Lt. Co 


t. 
San Joachin i 
& Power Co...... 
Toledo Edison Co... 1,050,000 


INDUSTRIAL 
Wheeling Stl. Corp..$8,000,000 
Pure Oil Co........12,000,000 
A. I. Namm & Son. 3,500,000 
Beattie Sugar Co... 3,000,000 


LAND BANK 
St. Louis Jt. Stk. 
Land Bk.........$1,500,000 4.62-5.00 
Ohio Jt. Stk. Land 
Bk. of Cincinnati... 1,000,000 4.62-6.00 
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earnings showing on straight peace-time 
business, in spite of the poverty of the 
railroads, by earning an average of $24.09 
a share in the four years from April 30, 
1918-April 30, 1922. In the fiscal year 
just closed it is estimated to have earned 
above $13 a share, in spite of a relatively 
low carryover of orders from 1921-22. 

The attractive feature of the company, 
however, is its enormously strong financial 
position. As of April 30, 1922, it had 
48.6 millions of current assets, of which 
6.8 millions were cash, 18.5 millions gov- 
ernment securities, and 5.8 millions stocks 
and bonds of other companies at not more 
than the low market price prevailing at 
that time. Current liabilities were 11 mil- 
lions, leaving a working capital well in 
excess of the total amount of common 
stock outstanding. The latter amounts to 
30 millions, and together with an equal 
amount of preferred stock constitutes the 
entire capitalization of the company. 

In addition, the company has set aside 
a common dividend reserve of 10.8 mil- 
lions, enough to pay dividends at the cur- 
rent rate of $12 annually for three years. 
The reserve has been maintained at this 
rate since 1920, but has not had to be 
called on since. It constitutes an addi- 
tional element of safety for the investor. 

The stock at current prices around 
160 yields about 7.5%. The risks in- 


volved are almost entirely of a mar 
ket character, as the industrial position 
of the company seems assured. 


WESTINGHOUSE ELEC. & MFG. 


This company is one of the two largest 
factors in the electrical equipment indus 
try, with a wide range of products vary 
ing from water-power installations to 
electric fans, and with customers all ove 
the world. Its sales in the last five year 
have averaged arourid 130 millions an 
nually, while its earnings have varied be 
tween $4 and $15 a share in the last ten 
years, except for the $2.31 shown in the 
poor year 1915. In the depression yeat 
ending March 31, 1922, the company earned 
$3.90 a share, while in the following year 
ending last March, it earned $8.20. 

At that date it had 1069 millions in 
current assets, against 16.6 in current lia- 
bilities. Of the assets cash accounted for 
78 millions, while receivables added an- 
other 30 millions. Since that time the 
company has sold an additional 15 millions 
of common to finance further expansion. 

Common stock now outstanding amounts 
to 86 millions in par value, at $50 a share; 
there are 4 millions of 7% preferred (with 
a participating feature after both stocks 
have received 7%), and 36.2 millions of 
bonds. The common stock has steadily 
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-reased its dividend payments from $1 
a share in 1912 to the current’ rate of $4, 
Iding 7.3% at current prices around 55. 
The stability of the company’s busi- 
ness, further fortified by 77 millions’ 





stock. 


worth of unfilled orders, representing | e > 
seven months’ active operations, is a D fy Y ] 
sustaining factor behind the common iversl our u y 





YOUR BROKER 
(Continued from page 398) 











lit the broker’s books, so other methods 
investigation must be employed. 
)f course, if the small investor is in 
ibt a good way would be for him or 
investor in fact, to buy stocks through 
own bank. The bank will take your 
er and can be counted upon to deal 
h good houses and to see that the cer- 
‘ates are in proper form. Usually the 
k will also lend you a_ reasonable 
sunt on the securities which practical- 
imounts to the purchase of the stocks 
a marginal basis. 
‘f course, that does not answer the 
stion of how to avoid bucket shops. 
savors of the old advice: to avoid 
wning stay away from the water. 
ut if your broker is perfectly willing 
carry stocks for you at a very small 
rgin, even importunes you to load up 
r account, you are pretty safe in say- 
This is a bucket shop. No broker 
inxious to use any more of his own 
ital in financing a client’s affairs than 
bsolutely necessary. A bank will not 
1 95 or more per cent on the current 
rket value of active industrial or rail 
es—nor on the inactive ones either for 
t matter. So if the broker evidences 
nxiety to carry you on a 5-point mar- 
, it is better for you to go some- 
yhere else with your account. The 
ker who exacts a liberal margin is 
best friend a trader can have. 


Other Practices 


ersistent delay in obtaining reports as 
the prices at which orders have been 
uted is another cause for suspicion. 
may mean only lax methods, but lax 
hods may cause loss to the client and 
tually lead to disaster for the firm. 
Ss a common practice for bucket shops 
lelay reporting the execution of orders 
| they can obtain a line on the trend. 
stock is selling at 95 when an order 
received and later goes to 96%, the 
ket shop will report the stock as 
cht at 961%. If, however; the stock de- 
s to 93%, the bucket shop will report 
stock as having been bought at 95. 
delay is only to the advantage of 
bucketeer. 
nother of the frequent practices of the 
ket shop is to treat a client as though 
were a particular friend and put him 
’ something good.” The client will be 
med that a certain stock looked par- 
lary cheap during the day, and, being 
ble to get hold of the client, the broker 
chased the little lot for him at a price 
hich is always given as under the price 
the time the good news is imparted. 
In this way the client is induced to come 
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Investments 


Our current July offerings of sound bonds afford the 
conservative investor exceptional opportunities to diver- 
sify his holdings. 








For example, for an investment of $5,000 he may select a 
$1,000 bond on an office building in New York, $1,000 on 
an apartment building in Boston, $1,000 on a residental 
hotel in Chicago, $1,000 on an apartment building in New 
York and $1,000 in a strongly safeguarded industrial issue. 


One can diversify, therefore, in Straus Bonds, both geogra- 
phically and as to character of the property securing the 
bonds. 


All these bonds measure up to Straus standards of safety — 
standards backed by a record of 41 years without loss to any 
investor. They yield 6 to 644% and come in $1,000, $500 
and $100 denominations and mature serially in approxi- 
mately 2 to 20 years. 


We suggest that you investigate and that you call or write 
us today. Specify. 


BOOKLET D-952 


S.W. STRAUS & CO. 


ESTABLISHED 1882 OFFICES IN FORTY CITIES INCOR PORATED 








Straus BuILpING Straus BuILpING 
565 Fifth Ave., at 46th St. 6 No. Clark St., at Madison St. 
New Yorx CuxiIcaco 


79 Post Street, SAN FRANCISCO 


41 YEARS WITHOUT LOSS TO ANY INVESTOR 





1923—S. W. S. & Co., Inc 









































Cotton Sugar : 


Orders executed for Cash or Conservative Margin 


PRIVATE WIRES THROUGHOUT THE SOUTH 











FENNER & BEANE 


Members of 
New York Coffee & Sugar Exchange 
New yore ee. Louisiana Sugar & Rice Exchange 


New Orleans ——. ~ pres Associate Membere of 
Ch Board o rade ; 
Slee ‘Vouk Produce Exchange Liverpool Cotton Exchange 


NEW YORK: 27 William St. NEW ORLEANS: 818 Gravier St. 





























Guaranteed Bond 
6.90% Yield 





Ample Security directly mort- 
gaged; strength- 
ened by endorsement guaran- 
teeing Principal and Interest. 


additionally 


Such are the safeguards which 
make an attractive, high- 
interest bearing bond avail- 
able to investors who wish to 
obtain from their securities a 
little more than just ordina- 
rily good income. 


The bond we refer to is fully 
described in a circular which 
we will gladly send you on 
request. 


Ask for Circular M-57 





George H. Burr & Co. 


Equitable Building 
New York 


Boston Philadelphia Hartford 
Chicago St. Louis San Francisco 
Los Angeles Seattle Portland, Ore. 

















Low Priced 
Railroad 
Bonds 


Many so called “second 
Railroad Bonds 
may be purchased in the 


grade” 


present market at prices 
to yield from 


6% to 10% 


Send for our latest suggestions. 


W Carnegie Ewen 
Investment Securities — 


2 WALL ST.—NEW YORK 
Telephone Rector 3273-4 

















across with a little extra margin which 
is so much more velvet for the bucketeer. 

No legitimate broker accepts discretion- 
ary orders. The broker is merely the 
agent of the client. If he is instructed 
to buy a certain stock at a certain price, 
he is supposed to use his best endeavors 
to do so. It can readily be understood 
that there might be only 300 shares of 
stock of United States Steel Common, for 
instance, sold in one day at the day’s low 
price. At the same time ten different 
brokers might each have had orders to 
buy from 100 to 1,000 shares at that price. 
The most nimble of the brokers would 
succeed in executing his order. The oth- 
ers would be compelled to report to their 
clients that they had not succeeded. The 
bucketeer, however, always manages to 
“execute” an order at a certain price pro- 
vided the tape shows that price. 

Above all, write the word bucket shop 
after the name of any strange broker who 
calls you on the telephone either local or 
long distance, and, by pretending acquaint- 
ance or indirect contact through a mutual 
friend, endeavors to wheedle you into 
opening an acount with him or purchas- 
ing some particular securities. When a 
broker tries this with a stranger you don’t 
have to go much further with your inves- 
tigation. The telegraphic night letter con- 
taining inside information is another 
method used by the bucket shops as well 
as by swindling promoters to hook vic- 
tims. 

The next time you -get a telegram of 
this sort—they frequently come follect, 
by the way, in order to impress you—in- 
form the telegraph company that you will 
not pay for it and then send the telegram 
to your local District Attorney or the 
State Attorney General. 

I have often wondered whether the 
telegraph and telephone companies are 
aware of the extent to which they have 
assisted and still assist in buncoing of the 
public by fraudulent promoters and by the 
bucket shops. Uncle Sam too, by the way, 
profits immensely through his postal re- 
ceipts. Without the use of the telegraph, 
the telephone, and mail facilities, the 
bucket shops would not have fiourished 
these past few years; the crooked stock 
swindler would never have distributed his 
fake stocks to every town and hamlet in 
the United States; the security market to- 
day would be in a far healthier position; 
business would have better support; the 
public would not have been afraid to trust 
a broker without regard to his connec- 
tions or standing; hundreds of millions of 
dollars that have been dissipated in riotous 
living or used to set bootleggers up in bus- 
iness (that’s what a number of our best 
known former bucket-shop keepers are 
engaged in now) would still be in the pos- 
session of the original owners. These mil- 
lions of dollars would have been in banks. 
They would have been invested in bus- 
inesses. They would have been in homes, 
and otherwise employed for the maintain- 
ing and extending of the prosperity of 
this country. 

And, above all, it is safe to add, Knauth, 
Nachod & Kuhne and Zimmerman & For- 
shay would still have business, while your 
broker would still be enjoying the confi- 
dence to which very likely he is really 
entitled. 








“The Growth 
of Sinclair” 


is the title of a booklet 
we have prepared, con- 
taining an exhaustive 

. review of the progress 
of the 


SINCLAIR CONSOLIDATED 
OIL CORPORATION 


Copies may be obtained upon 
request for MW-1 


Mands & 


Winslow 


MEMBERS 
N. Y¥. STOCK EXCHANGE 
N. Y¥. COTTON EXCHANGE 
N. Y. COFFEE & SUGAR EXCHANGE 
CHICAGO BOARD OF TRADE 


25 Broad St. (Ground Floor) 


Telephone Broad 7400 
Branch Office: Washington, D. C. 


We advise the purchase of sound, 
dividend paying stocks. 














WHITEHOUSE & CO. 





Established 1828 


Stocks and Bonds 
Accounts Carried 


| 
| 
| 
| 
| 
| 
| 


111 Broadway, New York 


Members New York 
Stock Exchange 


BALTIMORE 
Keyser Building 


BROOKLYN 
186 Remsen St 

















THE MAGAZINE OF WALL STREET 














‘HOOL FOR TRADERS & 
INVESTORS 
(Continued from page 423) 








hares and your loss on that part of 
ransaction would be $300, to which 
be -added the cost of the privilege, 
making $450 in all—a 4%4-point loss. 
yuu still believed in Steel, you could 
o into the market and buy 100 shares 
Theoretically, this seems like an 
tageous transaction, but in practice 
a period of time, it does not work. 
of the privileges which you would 
or protection would “run out” with- 
iving you any profit, and in order to 
on protecting a trade of this kind 
1 after month, you would have to 
n average of $150 a month or $1,800 
r, which is 18 points on 100 shares 
f .ock. Thus, at the end of a year, un- 
ss you secured some special advantage 
g the life of one of the privileges, 
ost of your stock would be marked 
$ points, or to 124. You would have 
t that price to come out even. 
course, there are times when the 
f privileges is really advantageous 
u just happen to hit it right. Sup- 
you have a twenty-point profit on a 
n stock and you believe it should 
up; you could buy a privilege which 
d enable you to put (sell) the stock at, 
four points under the high market 
or perhaps five or six points, de- 
ng on the activity of the stock. For 
‘sual consideration—so much per hun- 
shares—you would then be assured 
even if the stock did decline ten or 
ty points, you could get the bulk of 
profit; meanwhile holding the privi- 
enables you to stay long of the stock 
get the benefit of any further rise. 
using a stop order instead of a privi- 
for protection, if you have twenty 
s profit, you can place a stop two 
ts under the market price which would 
e you e‘ghteen points. You could 
ely buy a privilege at so close a price; 
ermore, you would not have to pay 
ling for the privilege of placing a 
order. Remember that the moment 
uuy a privilege (put or call) you add 
ost of the paper to the cost of your 
If the paper costs $150, you have 
that much out of your profit to start 


ere are of course a great many occa- 
when a put or call may be used with 
it. One of these is at a time when 
ck which has been lying dead for a 
time is expected to move ten, fifteen 
venty points in a certain direction. 
dullness of the stock leads the privi- 
sellers to write their papers within 
v points of the market price of the 
Thus, if it be selling at 90, you 
t be able to secure a call at 92 or 93, 
thirty days; and if it cost only $150 
00 shares, the net cost of the stock 
mu would be 93% to 944%. If the 
should rise to 105 there would be a 
profit in proportion to the cost of 
privilege. 
hen large operators anticipate a move 
ich a proportion, they are frequently 
1 in the put and call market buying 
ever privileges they can at the best 
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Strong railroads 
in your strong box 


G TRENGTH of purpose built the great American 

Railway Systems—and strength of purpose starts 
men on the road to financial independence through 
regular investment in well-secured bonds. 

A good railroad bond makes a good beginning—the 
man who invests in such a bond buys a security 
backed by one of the greatest, if not the greatest, of 
our national public necessities. 

Let us send you our list of carefully selected rail- 
road and other bonds which meet our exacting stand- 
ards of character and strength. 


The National City Company 


National City Bank Building, New York 
Offices in more than 50 leading cities throughout the world 
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bonds of Northwestern 
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supply gas to Edmonton, 
Canada. 


Price to yield 742% 
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obtainable prices. Many of these run into 
thousands of shares and they are thus 
able to add to their lines without appear- 
ing as buyers on the stock exchange. A 
great deal of money is frequently made 
by this method. 

But to answer your question specifi- 
cally: We would much rather use close 
stop orders for the protection of trades 
than to use privileges for that purpose, 
because the average result at the end of 
the year would doubtless be more profit- 
able in the case of stop orders. 

I am thinking of moving to New York 
York and devoting my sole attention to 
playing the stock market. Am in com- 
fortable circumstances and can get along 
for quite a while without making any 
money so long as I feel that I am mak- 
ing progress and adding to my knowledge 
of the subject. Do you believe I could 
get any better resuits by being on the 
ground and learning things at first hand? 
The facilities in this middle-western city 
are not very good for the purpose. 


Your attitude toward the subject is all 
wrong. When you use the expression 
“play the market” we immediately get the 
idea that you look upon speculation as 
more or less of a gambling proposition. 
It is all right for you to think of “play- 
ing” bridge, or “playing” dominoes, or 
“playing” the ponies; but this is not a 
game in the same sense. In order to avoid 
having to walk back to your middle-west- 
ern city, we suggest that you spend a few 
years in a thorough study of the problem, 
making trades on paper to demonstrate 
to yourself the value of any theories 
which you may now have. There are lots 
of books to be had on the subject, but 
they will not mean much to you unless 
you realize that scientific speculation is 
something that cannot be absorbed quick- 
ly nor superficially. You must lay a solid 
foundation, consisting of a thorough 
knowledge of principles, and you must 
follow this up by studying and practising 
persistently. 





THE MODERN TREND IN 
REGULATION OF PUB- 
LIC UTILITIES 
(Continued from page 431) 











fair valuation?” is now slowly being 
answered in the same way and by the 
same principles as the earlier decisions. 
In 1909, for instance, in the Consolidated 
Gas matter, the court held that franchises 
were to be considered as property in valua- 
tion for rate-making purposes, although 
they might have been granted by the city 
for nothing or for a nominal considera- 
tion. It was also held that the increased 
value of real estate caused by the presense 
of the utility, irrespective of the price at 
which the utility originally acquired it, 
should also be taken into consideration. 

The development just described may be 
summarized as a.series answers to the 
questions asked some paragraphs previ- 
ously. 

Q. What is a person? A. For the pur- 
poses of the 14th Amendment, a corpora- 
tion is a person. 

Q. What is deprivation of property? A. 
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Electric Bond 
& Share Co. 


6% Cumulative Preferred Stock 
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All of this Company's Com- 
mon Stock, which is now out- 
standing to an amount of 
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General Electric Co. 


and has regularly paid divi- 
dends of not less than 8% per 
annum since 1909. 
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A discussion of the trend 
of stocks and bonds, to- 
gether with a _ diversified 
list of investment oppor- 
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Market Letter. 
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request 
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Successively) Confiscatory rates, un- 
sonable rates, rates below 5 (later 6, 
ind 8%) return, are deprivation. 
). What is property? A. Among other 
gs, franchise rights, increases in the 
1e of real estate, severance land values, 
ipment at reproduction costs. 
). What is due process of law? A. 
e-making by a commission after valua- 
to yield a given return, in such a way 
t both the return and the valuation can 
d the test of principles enunciated by 
Supreme Court. 
1e incomplete part of the series, at 
ent, is, what is a fair valuation? 
le reproduction costs have been ad- 
ed to be an essential part of the “fair 
e,” they have not been held to be the 
element in valuation. No weighting 
been assigned to reproduction cost as 
nst other elements of valuation. 
here is, for example, the “investment” 
cash sacrifice” theory of valuation— 
idering the amount taken out as 
ts against the amount put in as in- 
ment, with the idea of limiting returns 
reasonable rate. There is the “orig- 
cost” method, consisting of estimating 
original cost of existing property with- 
deduction for cost of property no 
er existing. Another method is that 
xing the “market value,” or what the 
erty could be sold for, based on its 
ven or potential earning capacity. 
sooner or later, a choice or a combina- 
of these and similar methods will have 
be made, and the question of “fair 
ation” settled and standardized in the 
e way as the question of “fair return” 
been. That this settlement will 
robably be favorable to the utilities 
a fair deduction from the record of 
courts in their relation to the com- 
anies. 
the past few years, this tendency on 
part of the courts has received a 
erful reinforcement from the growing 
| relations between the companies and 
public. The inflation period of 1919- 
brought matters to a head. Many 
ty companies, faced by higher operat- 
osts, and unable to obtain higher rates 
1 the commissions, indirectly as a re- 
f the state of popular feeling against 
, were forced to the wall. Hundreds 
liles of traction road were abandoned, 
many companies were forced into 
uptcy or reorganization. 
he necessity of making rates dependent 
e welfare of the company, instead of 
mere prejudice, was made apparent 
Oo amount of theorizing could have 
it. Since then, the policy of a num- 
f utility companies of floating new 
rities among a large body of small in- 
rs, particularly patrons, has also 
d to foster mutual good feeling. 


Less Friction in Prospect 


is therefore not a rash prophecy to 

that the next step in the clarification 
he status of the utilities, the fixing of 
tandard of valuation, will be accom- 
hed with much less friction than the 
ler ones. 

nder whatever system is used, of 
se, rates will have to be flexible to 
w for the possible return of such vio- 
fluctuations in the general level of 
ts as occurred in 1920 and in 1921. 
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Earnings and 
Middle West Utilities 


Company Securities 


HE Middle West Utilities Company subsidiaries, 

in the first four months of 1923, showed increase 

in gross earnings of 20 per cent over the corresponding 
months of 1922. 


The Middle West Utilities Company’s proportion of 
subsidiary earnings for the first four months of 1923 
was 25 per cent greater than for the same months of 


the preceding year. 


The importance of these facts to present and prospec- 
tive stockholders is indicated by the earnings applicable 
to dividends in 1922, especially as they emphasize ma- 
terially increased revenues. 


In that year— 
Prior Lien Stock dividends were earned 3.7 
times over; 
Preferred stock dividends were earned 3.17 
times over; 
The balance earned, applicable to Common 


stock, was $9.04 a share. 


The Middle West Utilities Company subsidiaries have 
an investment of 170 million dollars in physical prop- 
erties which supply utility necessities in 15 of the Na- 


tion’s 48 states. 
Middle West Utilities Company stock issues are listed 
on the Chicago Stock Exchange. Ask your investment 


banker about them, and about the company. 





Middle West Utilities Company 


72 WEST ADAMS STREET, CHICAGO 
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Diagram showing how the voice currents 
n in the long distance transmission 
are restored by “repeaters.” 








Mastering Nature’s Forces 


Without the telephone “re- 
peater,”” the entire electrical 
power available on the earth 
would not be sufficient to make 
trans-continental speech com- 
mercially possible. The three 
thousand repeaters now in use 
on Bell System long distance 
lines have increased the talking 
range of every telephone by 
thousands of miles. By mak- 
ing possible the use of smaller 
gauge wires, repeaters have 
kept down the cost of equip- 
ment by millions of dollars. 


The repeater is only one out 
of scores of scientific develop- 
ments of equal or greater im- 
portance in the advancement of 
telephone service. Bell System 
progress has been a continual 
encounter with seemingly im- 
possible barriers, and a con- 
tinual finding of new ways to 


-goes on. 


overcome them. Each step in 
extending the range of speech 
has come only after years of 
study. Each important piece of 
telephone apparatus has had to 
be created for the need. Each 
working day this pioneering 
Nature is harnessed 
to a new duty and mechanical 
ingenuity improves the tools lof 
service, as fast as science finds 
the way. 


Not only is the Bell System 
daily conducting research within 
its own nation-wide organiza- 
tion, but it is studying the dis- 
coveries of the whole world of 
science for their possible appli- 
cation to telephone service. 
Only by such eternal-vigilance 
has the United States been given 
the best and cheapest telephone 
service in the world. 


“BELL SYSTEM” 


AMERICAN TELEPHONE AND TELEGRAPH COMPANY 


AND ASSOCIATED ‘COMPANIES 


- One Policy, One System, Universal Service, and all directed 


toward Better Service 








The result of the standardized valuation, 
however, in combination with a standard- 
ized rate of return, will undoubtedly be a 
tendency toward a greater stability of 
public utility earnings. 

This has been the great aim of pullic 
utility legislation, in so far as it has been 
wise and reasonable, in the past, and ‘he 
courts have done their share to make it 
possible by defining with increasing cle r- 
ness the terms of the basic law. A pul lic 
utility need not and should not share ‘he 
risks of the average industrial and con- 
mercial enterprise, because of the f ict 
that it is a quasi-public concern. In ec n- 
sideration of the legal monopoly it re- 
ceives through its franchise, the com- 
pany is willing to forego the possibilities 
of exceptionally high profits due to 
essential nature of the services it renders 

The least it can expect in return, how- 
ever, is a sort of assurance that it will 
not be compelled to suffer heavy losses, or 
even to have to employ its capital unpro it- 
ably. This assurance is now being gra \u- 
ally made possible through the action ; 
the Federal courts, and behind them, ‘he 
increasing good-will and understanding oi 
the ‘public. 





UNITED DRUG CO. 
(Continued from page 418) 





it is expected that a new high record for 
the volume of business will be recorded 
this year. 

In May 1923, dividends on the com: 
stock were resumed at the rate of $ 
share. Earnings in 1922 were equivalent 
to roughly $5.75 a share, and a query 
which would naturally arise is, whether 
this policy of resuming dividends at 
rate of $6 is not a bit liberal. The sta- 
tistical records show that in times of activ 
prosperity United Drug can earn enoug! 
to pay $6, and it is also a fact that the 
company is aggressively expanding 
base of operations. Although economies 
have been effected int overhead, the op‘nior 
may be advanced that a further substantial 
growth in net earnings must result mort 
from an expansion of gross business thian 
from a larger margin of profits. It 
been unofficially said that United Drug 
hopes to increase dividends above the & 
rate, but from a conservative viewp: int 
this would seem to be rather a specula’ ive 
hope. At the time dividends were 
pended in 1921, the rate was 8%. It « 
seem as if it would be assuming too m 
to think that United Drug is in the p 
tion conservatively to increase divide 
above 6%, and in fact it cannot be c n- 
servatively stated that the $6 rate is a 


} 
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RECORDS 


Our files and records of banks date back to the King “Tut” days of banking and 
are always at the disposal of our subscribers. 


THE AMERICAN BANK REPORTER 
The American Bankers’ Authentic and Original Bank Directory 
ESTABLISHED 1836 
May-June, 1923, Issue Ready 


Subscription $8 per copy. 
Published by 


STEURER PUBLISHING CO. 
COR. BERGEN AVE. AND 149th ST. NEW YORK CITY 


seasoned rate. The stock did not resp: nd 
especially to the resumption of dividen|s 
It had discounted some such developm 
and in addition, general market conditi 
have been against an advance to above ‘lie 
general level of 80. If comparison is 
made with other dividend-paying issues 
from the standpoint of yield and safety 
of payments based on earning power, 
the conclusion would be reached that 
United Drug at current prices seems 
quite high enough. 
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CITIES SERVICE COMPANY 


General Statistics for 1922 


ARTIFICIAL GAS OIL AND REFINERIES 


Sales in Cubic Feet. Idee 5,957,786,800 Barrels of Oil Produced 10,044,648 
Twenty-four Hour Capacity in Number of Oil Wells Owned 3,810 
_ Cubic Feet 24,495,000 Daily Refining Capacity (Barrels of 
Number of Customers. cinesade Sees 103,537 Crude Oil) 24.400 
Miles of Mains on 3-inch Basis.... 1,721 Oil Storage Capacity in Barrels.... 7,102,000 
Population Served 1,100,000 Number of Tank Cars ovened and 

ELECTRIC PROPERTIES » Leated «00+. 00 2-00e see, 2,206 
Kil Number of Distributing Stations 
cilowatt-hours Sold 4 $62,066,092 (Excluding Foreign Countries)... 813 
Kilowatts Installed Capacity........ 390,390 
Kilowatts Connected Load 711,453 
Number of Customers 247,961 NATURAL GAS 


Population Served 1,450,000 
Gas Sold in Cubic Feet 38,606,628,000 
ELECTRIC RAILWAYS Number of Gas Wells Owned 2.199 


Number of Passengers Carried...... 93,492,405 Miles of Gas Mains Owned 5,604 
Miles of Track 308 Casinghead Gasoline Produced 

776 (Gallons) 4,863,066 

650,000 Population Served. 1,650,000 


Send for Circular P-18 describing the investment possibilities of Cities Service Company. 


Company 
ew York 


PRINCIPAL CITIES 











American Light & Traction 
Company 


Controlling, through its ownership of stock, 





Public Utilities Properties 
in the following communities 


Detroit, Michigan Milwaukee, Wisconsin St. Joseph, Missouri 

St. Paul, Minnesota San Antonio, Texas Madison, Wisconsin 

Grand Rapids, Michigan Muskegon, Michigan West Allis, Wisconsin 

Binghamton, New York South St. Paul, Minnesota Wauwatosa, Wisconsin 
. Long Branch, Asbury Park and Red Bank, N. J. 


Serves a population in excess of 2,500,000 





American Light & Traction Company 


120 Broadway - New York 
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THE BANK EXAMINER~— 
AN ASSET? Can You 


(Continued from page 442) 


Superior Discount 


beneficial and is not likely to change in 


Southern substance during the early future. Your Bills? 


The Public and Examinations 


Investments How far may the public safely trust to The business man who keeps 


examination of banks to protect its in- on hand sufficient cash to 
terests? This question is often asked and 7 
HE » emeent is always difficult to answer. Probably take advantage of discounts, 
most attractive such confidence may be reposed in our ; : : 
First Mortgage examination system, taking national, state places his business on a solid 
Bond issues on South- and Federal reserve operations together, in foundation. 
ern properties are of- a higher degree than ever before, particu- 
fered first to Caldwell larly in those large banks which are close We are in a position to 
& Company because to and under the direct supervision of a 
of its recognized pos- Federal reserve bank, is it true that ex- render to business men and 
rye : aminations are fairly to be relied upon in , ‘ 
ition in the field of eee ae eae we we Co oe corporations an efficient and 
Southern Investments keeping ordinary risks at a minimum. But 
it will always be true that the success of willing service in the matter 
P the examination system will depend a 
Only one von hich great deal upon the cooperation of stock- 
ful purcnased whic holders and directors and that very much financing. 
ulfill every require- more information ought to be furnished 
ment of our superior to them than is usually supplied in ordi- 
standards of safety. As nary bank examiners reports, even if this a 
a result, our steadily were accessible to them in detail, which “s} blicati 
increasing circle of (so far as stockholders are concerned) it INSEE SONGNNER. 
careful investors have is not. 
learn i l 
ne Soe & Se METROPOLITAN FINANCE 
combined with su- WHAT’S WRONG WITH CORPORATION 
. > 
perior safeguards in the THE AUSTRIAN LOAN; 9 East 40th Street | New York 


Southern investment (Continued from page 403) 

















of temporary or permanent 

















Write for “The this issue, the 6%4s, is on a 9.42% basis, 
D Gauth’s Anawee” a in spite of the very short term the bonds PUTS & CALLS 
free book explaining still have to run, and it is not unfair to 
how the normally say that this would correspond to possibly 
strong demand for 10-11% on bonds of as long a maturity, If stock market traders un- 
capital to finance the say an average of 20 years, as the others derstood the advantage de- 
steady growth of aed : 
prosperous southern ne seal caieaiiaiitiaiaeaet rived from the use of PUTS 
cities makes possible 1ese 2S - - 
the liberal Palnsorest antee 94% of the debt, so that, in the last & CALLS, they would fa- 
rate on Caldwell analysis, the investment status of the 
First Mortgage bonds can be no higher than the average their operation. 
Bonds with greater of its guarantors. For the sake of con- 


safety. venience, let us tabulate the credit basis PUTS & CALLS place a 

of the principal guarantors: ' buyer of them in position to 

a? : take advantage of unfore- 
seen happenings. 


miliarize themselves with 


Guaranteed Credit 
Great Britain 244 5.18% = ; : 
24% 8.00 The risk is limited to the 


Caldwell & Co. Ceecho-Slovaiia 24% 9.91 ont of he Pe ec Col. 


INVESTMENT BANKERS 20% 10.50 (estim.) 


oo =e The average of Egy = raed = Explanatory booklet 14 sent upon 
: tions guaranteeing 94% of the Austrian ogy Tene d ae 
711 Union Street bond issue is thus somewhat over 8%. request. Correspondence invited. 
Nashville Tenn. We have seen that there are reasons for 
believing that it is possible that some time 
Le ge ae ee during the life of these bonds these guar- GEO. W. BUTLER & CO. 
antees may have to be called on. It ap- 
pears that the average rating of the credit 
of the principal guarantors, for long terms, 
and in this market, is over 8%. It is Puts and Calls 
clear that the new bond issue cannot ex- Guaranteed by Members of 
wd to sell on much less than an 8% Rew York Steck Exchange 
In the few days since the bonds were 20 BROAD ST. NEW YORK 
floated, they have already gone up on a Phones: Rector 9076-9079 
when issued basis to 93 from an offering 
price of 90. At the higher price the yield 
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Specialists in 




















is about 7.69%, which on the above cal- 
culations would seem to be slightly over- 
ptimistic. 

Totally apart from the broad question 
f how much the loan is going to help 
\ustria in its attempt to recover economic 
tability, the investment analysis of the 
\ustrian 7s, as a medium for the invest- 
vent. of the small man’s funds, shows 
hat they are in the same speculative class 
s; a number of other European govern- 
iental issues from which THE MAGAZINE 
r Watt Srreet has been steadfastly dis- 
iading its readers for the last three 
ears, to their great profit. 





HOW MUCH HAS UTILITY 
COST SITUATION 
IMPROVED? 


(Continued from page 432) 





or expansion are limited, the earnings 
ire steady and the outlook bright. 


Changes in Gas Companies’ Outlook 


The gas companies are distinguished 
mong public utilities by their particular- 
high proportion of operating costs to 
tal costs. Their maintenance expendi- 
ires are no higher than those of the 
verage manufacturing plant, with due 
llowance for repairs to mains, and their 
verhead is relatively small. The great 
ems of expense are those that vary di- 
ctly with the amount of gas required: 
al, for instance, of which more has to 
coked to supply a demand for a large 
uantity of gas, fuel to keep the coking 
irnaces going, and gas oil to enrich the 
is by the addition of aromatic hydro- 
irbons. 
This high proportion of operating costs, 
nd its variability with variations in de- 
and, renders the gas companies partic- 
larly vulnerable in times of rising prices, 
it by the same token gives them peculiar 
idvantages in times of falling prices. This 
point can best be brought out, perhaps, 
y contrast with the hydro-electric com- 
inies’ cost situation. 


In a period of rising prices, the latter 
till have to pay roughly as much in one 
year as another for maintenance, and for 
iterest on capital invested in construc- 
on and other overhead; they will, there- 
ire, suffer only to the extent that they 
have to pay higher wages, which amount 
to a small part of their total costs. The 
us companies, at the same time, will also 
ave practically stationary maintenance 
verhead charges, but to them this type 
f cost is not so important as actual 
perating costs, in wages and materials, a 
rise in which will mean a proportionately 
igh rise in total costs. 


In a time like the present, however, 
vith low prices prevailing and likely to 
ontinue in coal and gas oil (in common 
vith all other descriptions of oil prod- 
cts), the gas companies benefit propor- 
onately more from the declines than the 
ydro-electric companies. Their earnings 
ire apt to fluctuate more widely- than 
those of other utilities, and at the pres- 
ent time the fluctuations are likely to 
be in favor of the operator, and hence 
of the investor. 
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Water Power 
Securities 


HE modern and efficient hydro-electric plant, 
with its ceaseless and dependable water sup- 
ply throughout all seasons of the year, and 

with its astonishingly low operating cost, has come 
to be a factor of first importance in the industrial 
growth of this country. 


The development of the industry itself has been 
accompanied by a steadily increasing faith on the 
part of investors in conservative hydro-electric 
securities, which, from the standpoint of safety and 
income return combined, are regarded as among 
the most attractive investments of these times. 


Stone & Webster were among the first to bring 
water power to the people by means of hydro-elec- 
tric power generation and transmission, and our 
organization since the earliest days of the industry 
has been continuously engaged in financing, con- 
structing and managing leading hydro-electric de- 
velopments throughout the country. 

We have prepared an illustrated booklet giving an 
account of our leadership in the industry, which we 
will be glad to send to private investors, institutions 
and dealers in public utility securities. Write re- 
questing a copy of “Water Power For INvestors.” 


STONE & WEBSTER 


INCORPORATED 


DESIGN BUILD / 
MANAGE 
FINANCE 


BOSTON CHICAGO 


























The Foundation Company 
COMMON STOCK 


We have prepared a booklet on this Company and the outlook 
for its Stock, which we shall be pleased to send on request. 


Kelley, Drayton & Co. 


Members New York Stock Exchange 
40 EXCHANGE PLACE 


UPTOWN OFFICE: 50 EAST 42nd STREET 


Telephone Broad 6291 NEW YORK 























Brazil 


Tus country of enor- 
mous natural resources, 
and its securities are de- 
scribed in our latest cir- 
cular which will be sent 
on request. 


TOBEY & KIRK 


Members New York Stock 
Exchange 


Founded 1873 


25 Broad St., New York 
208 So. La Salle St., Chicago 

















WHAT YOU WANT 
TO KNOW 


about 


American Can 


Cosden Oil 


is comtained in a spe- 
cial circular gratis on 
request. 


Accounts of 50 shares 
and up carried on a con- 
servative margin. 


SuTRO & KIMBLEY 


Members New York Stock Eachange 
Sixty-six Broadway 
New York 

















IMPORTANT ISSUES 


Quotations as of Recent Date* 


American Arch (8P) 165 — 
Américan Book Co. (6).... 85 — 90 
American Type Founders (6). 76 — 78 
Pfd. (7) 98 —100 
American Thread pfd 
Atlas Portland Cement (4). 68 
Babcock & Wilcox (7) 
Borden Co. (8) —119 
Pfd. (6) —104 
Bucyrus, pfd. (7) —... 
Celluloid Co. (6) — 93 
Childs Co. (8) —141 
Pfd. (7) —109 
Congoleum Co., Ist pfd.(7P) 99 —101 
Congoleum com. (8) —207 
Crocker Wheeler (2) — 55 
Pfd. (7) — 90 
Curtiss Aero & M — 8 
eee ee 32 — 35 
Jos. Dixon Crucible (8).... —142x 
Gillette Safety Razor(12P) +250 —260 
Ingersoll Rand (8) —... 
New Jersey Zinc (8P) 148 —151 


— 72 
—105x 


Niles-Bement-Pond 
Pfd. (6) 
Phelps-Dodge Corp’n (4)...165 
Poole Engineering (Maryland): 
Sk EL ere a 20 
a, 0? aa 9 
Royal Baking Powder (8)..122 
Pfd. (6) 
Safety Car H. & L. (6) 
Savannah Sugar 
Pfd. (7) 
Singer Mfg. Co. (7) 
Superheater Co. ($6P) 
Thompson Starrett (4) 
Victor Talking Mach. (8)...160 
Ward Baking Co. (8) 
Yale & Towne (4) 
* Dividend rates in dollars per shar 
designated in parentheses. 
+ Listed on N. Y. Curb Exchange. 
P—Plus Extras. 
x—Ex-Dividend. 





WO or three of the securities 

grouped in our Over-the-Counter 

list proved unable to resist the on- 
slaught of liquidation which charactedized 
other markets in the fortnight just ended, 
and gave ground as a result. The out- 
standing feature, from the standpoint of 
price-movement was Gillette Safety 
Razor which sold from 269 to as low as 
240, a decline of 29 points. 


Gillette’s Decline 


This Department is able, on good au- 
thority, to support the statements made 
by other agencies relative to the decline 
in Gillette, viz., that the movement re- 
flected market conditions and had no 
bearing upon the affairs of the corpora- 
tion. It may be stated that Gillette’s 
earnings at the present time are run- 
ning 20% ahead of the rate for 1922. Its 
sales in the United States and Canada 
alone, and without considering the Eu- 
ropean markets, give assurance that the 
desired record of 5-million razors and 
25-million dozens blades for the current 
year will be attained. Sales at the rate 
specified would make the following com- 
parison with results in previous years. 


Extra Blades 
(Dozens) 
17,320,517 
19,051,268 
19,531,861 
24,082,970 
25,000,000 


Razor Sets 
2,315,892 
2,090,616 
4,248,069 
3,420,895 
5,000,000 


With earnings 20% in excess of 1922, 
it may be assumed that Gillette’s profits 
available for the stock this year will ap- 
proximate $30 per share, as against 
slightly more than $25 per share last 
year. 


It should be noted that the decline to 
$240 per share in Gillette, referred to 
above, was followed very soon after 
wards by a strong recovery, with th 
stock at this writing 13 points up fron 
the low, at $253. The whole movemen 
was based on transactions amounting t: 
scarcely 1,000 shares. 

In view of the lengths to which liqu 
dation seems to be going in other mat 
kets, this Department has no desire t 
jeopardize what happens to have been 
pretty clean record as to recommenda 
tions by advising purchases, at this tim: 
of issues selling as high as Gillette. | 
cannot be gainsaid, furthermore, that o 
the basis of its cash dividend rate of $1. 
per share, without considering stoc 
dividend disbursements, this issue, a 
$260, offers a yield of less than 5%. Th 
wise plan, at the moment, might be t 
postpone conclusions, at least for th 
time being, although nothing appears o: 
the horizon, other than the downwar 
tendency in the general market, to un 
settle the confidence of the company’ 
holders. 


Superheater and American Arch 


Other weak sisters in the over-th« 
counter market were New Jersey Zinc 
which receded to as low as 147, Con 
goleum, which reacted to as low as 1% 
recovered to 217, and then had a sec 
ondary reaction to 204, and Thompso: 
Starrett, which got as low as 66. 

Comparatively strong features wer: 
the two issues particularly favored i: 
recent analyses in this column—Ameri 
can Arch and Superheater. The former 
distinguished itself by a further sharp 
advance—probably the only price ad- 
vance of any importance registered by 
any stock on the records during this 

(Please turn to page 472) 
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*“STOCK~ MARKET+ AVERAGE S< 
1920 


BO 25 RAILROADS Established 1856 
B25 INDUSTRIALS 


<< COMBINED AVERAGES 
OF 25R.R.& 75 INDUSTRIALS . i. 
Commission Merchants and Brokers 


N. Y. Cotton Exchange Bidg., N.Y. 
55 Congress St., Boston 





Orders executed for future de- 
livery on the following Exchanges 
of which we are members: 


COTTON 


On the New York and Liver- 
pool Cotton Exchanges 


COFFEE & SUGAR 
On the New York Coffee and 


Sugar Exchanges, Inc. 








COTTON SEED OIL 


On the New York Produce 
Exchange 


MARKET STATISTICS GRAINS & PROVISIONS 


N.Y.Times On the Chicago Board of Trade 
N.Y.Times Dow, Jones Avgs. ——50 Stocks—— 


40 Bonds 20Indus. 20 Rails High Low Sales 
Friday, June 15 77.60 94.86 83.65 85.25 84.56 782,185 STOCKS & BONDS 
Saturday, June 16.... 77. 94.73 83.48 85.01 84.72 239,250 On the N. Y. Stock Exchange 
Monday, June 18 32 92.64 82.14 84.55 82.89 973,610 
Tuesday, June 19 i 92.76 81.74 83.46 82.37 1,122,900 
Wednesday, June 20.. 76. 90.81 80.60 83.58 81.63 1,202,435 






































Friday, June 22... 76. 93.55 82.40 83.79 82.86 676,925 


Chursday, June 21... 76. 92.26 81.24 82.93° 81.54 1,243,320 | 


Saturday, June 23. 93.30 82.43 83.98 83.52 240,720 


Monday, June 25..... 91.48 81.46 83.55 82.25 665,625 For Income 


Tuesday, June 26..... 57 90.11 80.23 82.27 80.66 1,025,775 
Wednesday, June 27.. 76. 88.66 78.48 81.30 79.48 1,118,836 
Thursday, June 28... 76. 89.38 78.94 80.97 79.38 1'126,300 and for Profit 











«AVER-AGE- PRICE « OF «40+ BONDS: WY 
mus eT 8 1919 1920 1921 1922 


25 RAILROADS 
% 8 INDUSTRIALS 
4 STREET RAILWAYS 


80 2 PUBLIC UTILITIES Investment 
1 MUNICIPAL “ee 
Securities 








% 
70 


65 
_+U+5+GOVT+ BOND « AVERAGES< 





— 1922 a 92 
menptoz7 JFMAMIJIJASONDJIFMAMJ JAS 





Write for particulars mentioning 
The Magazine of Wall Street 


DUNHAM COMPANY 


Investment 
Securities 


43 Exchange Place : New York 


95 


90 














85 
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Now Available 


An Investment 
Record Book 


In this book every provision 
has been made to record the 
data essential both for your 
own information and for your 
income tax return. 


Municipal Bonds 


HIGHER GRADE MUNICIPALS 
Rate Approximate 
Interest Maturity Yield 

San Francisco, Cal july 1924 

State of Texas eb. 1925 
Jersey City, N. J... Aug. 1927 
Jersey City, N. J..... si Dec. 1925 
Grand Rapids, Mich -_ 4 Oct. 1924 

State of Louisiana Pen Jan. 1924 

Dal!as Co., Texas Road Dist > i 
Mississippi 
Mississippi 
West Virginia 
Atlantic City, N. J 
Philadelphia, Pa. 

Bristol, Conn., Tax Exempt 
ern. City, N. J 

etroit 
Detroit 
Hoboken, N. 
Jacksonville, 
Bridgeport, Conn. 
Baltimore 
South Dakota 
North Carolina 
California 
Radford, Va. 
Manchester, 








Security, date purchased, 
amount, maturity, cost, 
tax provision, income, 
date sold, price, profit or 


loss April 1943 


1931-47 

July 1933-36 
April 1931 
July 1926 
April 1956 
Nov. 15, 1942 
Jan. 1962 
July 1953 


Jan. 1953 
May 1924-43 


222222222 22zZ2z2z2z 


All of the above are covered by 
this handy pamphlet prepared 
especially for the investor who 
appreciates the value of an up- 
to-date and practical method of 





keeping his investment account. 


We shall be glad to furnish a com- 
plimentary copy upon. request for 


Book MLW. 


Floyd-Jones, Vivian & Co. 


INVESTMENT SECURITIES 


Members New York Stock Exchange 


14 Wall Street, New York City 


























Legal for Trust Funds 
in New York State 


Ist Mortgage 
6% Bond 


Valuation of real estate 
and buildings is more 
than twice the amount of 
the loan. 
Company 
since 1876. 
Property located in heart 
of retail business center 
of Brooklyn. 

Earnings at the rate of 
about 4% times interest 
charges. 


Price to Yield over 6% 


Circular W-6 on request 


established 


Charleston, W. Va 
Cleveland, Ohio 
Illinois 

Galveston, Texas 
Norfolk, Va. 
Columbus Schl Dist 
Kansas City, Kans 
Canton, Ohio 
Toledo, Ohio, Schl Dist 
Oakland, Calif. 
Cleveland, Ohio 
Detroit, Mich. 
North Bergen, N. J 
Nassau County, N 
North Hempstead 
Sioux City, Iowa 


ZZ 2 Z2Z2Z2z 


Atlantic City, N. J.. 
State of Michigan 
Providence, R. I., 
New York City 

New York City 


N—Legal for Savings Banks in New York 


Z2ZZ2ZZ ZZZ 2ZZZ 





EE ne ae ceceeis eee avnetnns Kew 5 Feb. 1952 


Sept. 1963 
Sept. 1935-42 
May 1937 
May 1925-40 
Oct. 1951 
Aug. 1944 
Aug. 1931 
Oct. 1947 
Feb. 1946 
Aug. 1930 


Sdataalel ae 
Aaaagai — 
SSSSS8sq 


aon 


June 1930-32 
a 1929-47 
ay 1928-31 


PPP Pee heeeene 


S8SSSSSSSSSSSS 


Jan. 1941 
July 1932 
Dec. 1962 
March 1963 
Nov. 1955 


State. 
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THROCKMORTON & CO. 
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period—sales in the issue being reported 
at considerably above $165 per share as 
compared with the bid price two weeks 
ago of $150. 

Superheater gave no evidence of be- 
ing affected by the sort of liquidation 
noted elsewhere, its reaction being con- 
fined to the narrow limits of 2 or 3 
points. Comparative strength in this 
stock may be attributed to the growing 
imminence of official action on this 
stock’s dividend. The next dividend 
meeting will be held early in July and 
although even those in close association 
with the company may be described as 
doubtful as to what action will be taken, 
it is generally agreed that interesting 
results are in prospect. The company’s 
high rate of earnings are basis for the 
belief that either a large cash payment, 
in the form of an extra dividend, will be 
forthcoming, or else that a series of ex- 
tra-payments will be ordered payable 
during the year, or else that there will 
be a split-up of the stock. In any event, 
the buying demand for Superheater 
shares continues to be characterized as 
of the responsible variety, and under 
reasonably improved investment condi- 


tions in general the issue should re- 
spond to the accumulation of factors 
which have tended to strengthen its ap- 
peal in recent months. 





U. S. INDUSTRIAL ALCO- 
HOL CO. 
(Continued from page 419) 











that year, and was 37 last year. At present 
it is in the neighborhood of 50, or only 13 
points up from the low of last year, and 
more than 20 points below the high of 
this year. Since the drop from the top 
prices there has been little talk of divi- 
dend resumptions and in fact little outside 
interest in the stock. Industrial Alcohol 
common is an issue which seems unable to 
attract and hold sustained attention. It 
will have a whirl of activity every once 
in a while and then go to sleep again. 
Rumors fly thick and fast for a time then 
suddenly stop altogether. It is an issue 
attractive solely to the regular bred-in-the- 
bone trader who tries to catch the tape 
and who talks of prices when he does not 
mean values. The writer, naturally 
enough, is not trying to draw inferences 
against the management but is simply 
recording the impressions gained in an en- 
deavor to size up the possibilities, which 
the common stock may have as a medium. 
In his opinion there are better issues 
even for speculation. 
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| HOW THE PENNSYLVANIA 
IS SECURING LABOR’S 
SUPPORT 
(Continued from page 410) 





ened for securities. The fact is, how- 
er, that the plan has been under official 
scussion for several years. In that time 
irious schemes were put forward and re- 
cted. The delay has been due solely to 
desire to find a plan that would meet 
| requirements before going ahead, and 
proval to the present program was given 
the Board of Directors last year. 


The Largest List of Stockholders 


Recent reports issued by the company 
ow that it has the largest list of rail- 
id stockholders in the country—in other 
rds, the ownership of this particular 
id is more widely scattered than any 
ther, with nearly three hundred thou- 
nd stockholders. It is known that em- 
loyees represent a large portion of that 
tal, but stock ownership is not by any 
eans universal among the workers, even 
nong some of the lesser officials. Some 
those in touch with the demand from 
mployees for a convenient and official 
eans of employee association in owner- 
hip believe that eventually at least half 
ie quarter million workers will take 
lvantage of the new system, thus bring- 
ge the total number of stockholders up 
» nearly a half million individuals. 
The effect, if this is achieved, in reduc- 
g to a minimum the problem of labor 
urnover can hardly be overestimated, 
the opinion of company officials and 
industrial experts not associated with 
he company. It will not only prevent the 
hifting of men to a large extent, but 
ince it will stir the personal interest of 
he workers, once they become part own- 
rs, it will make them better workers, if 
xperience in other irdustries is any cri- 
terion. Even those who do not take ad- 
intage of the stock and bond-buying fea- 
ures will be greatly benefited by the 
ther phases of the association’s program 


The Labor Viewpoint 


It is interesting to note that announce- 
rent of the plan was made simultaneous 
vith the speech of W. N. Doak, Vice- 
President of the Brotherhood of Railroad 
[rainmen before the Chamber of Com- 
merce of the United States, in which he 
aid: “Labor’s interest in adequate tinan- 
ial support for the railroads must be 
pparent to all. What could be of 
more importance to a working man than 
» know that his wages will be promptly 
ind properly paid when due for service 
endered? What of more interest to him 
than to know he is secure in his employ- 
ment, that his wages will be fair, his con- 
litions of employment good and whole- 
ome, secure in his opportunity to lay 
uway something for old age or sickness 
ind assured of good treatment in his 
work? Added thereto is the pride that 
comes to every loyal employee in know- 
ing that his employing company is pros- 
perous. His interests are subordinate to 
none.” 
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Exempt from all Federal Income Taxes 


$500,000 
Pulaski County, Arkansas 


Discount Notes Due Aug. 1, 1924 
Legality approved by Messrs. Rose, Hemingway, Cantrell & Loughborough, 
of Little Rock, Arkansas. 
FINANCIAL STATEMENT 
Assessed Valuation over 


Total Debt (incl. this issue) less than 1% . 
Population - 110,000 


$70,000,000 
500,000 


The loan is issued to refund maturing obligations and is a general bind- 
ing obligation of the County for the payment of which the full faith, credit 
and resources of the County are irrevocably pledged. Pulaski County is 
the richest county in the State with unlimited mineral and agricultural 
resources, possessing buildings and grounds worth several times its total 
indebtedness. Little Rock is the county seat and is the capital as well as 
the largest city in the State. The Missouri Pacific, the Rock Island and 
the St. Louis Southwestern Railroads, together with the Arkansas River, 
afford ample transportation facilities. 


Price to yield 4.75%, discounted to maturity 


Further particulars of the above on request. 


a Gore ' 
pA 
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10,800,000 
CASH CUSTOMERS 


paid more than one billion dollars in 1922 for electric light 
and power. 


The tremendous growth The securities of well- 

of this industry has aie established and advantage- 

tinued with remarkable ously located electric light 

persistence through per- ; 

iods of general depression, and power companies offer 

and its future is definitely maximum safety, attractive 
yield, and steady income to 


assured for many years to 
come. the investor. 


We offer a choice selection of these desirable securities 
and specialize in Middle West Utilities issues. 


Send for copy of our “Bond 
Topics” describing current offerings 


AHBickmoreé fh 


ili BROADWAY, N.Y. 


ESTABLISHED 24 YEARS 

















FIVE EDISON COMPANIES 
(Continued from page 434) 


An Eminent Authority ferred). The “Original” preferred pa: 


ticipates ratably with the common aft 
22° 7%, but the “Preferred” is a straight 7° 
on ecurities issue. The “Original” preferred is quote 
at approximately 114 to 117, but no actiy 

market exists for the “Preferred.” 


Says: Earnings and Dividends 


The earnings available for common 
stock dividends, as given in the tabk 
a : eae — have been calculated on the averag 

In selecting securities it is only necessary amount of stock outstanding in cach yea 
. . . 7 . A , H ; 
for an investor to determine which industries are | pets hoe be en Reng ge Rey on 


in the strongest position, which are less strong it must be remembered that the companic 
have all increased their capital substar 


and which are comparatively weak, very weak, tially, and the fact that earnings hav 

. ‘ . kept pace with capital increases, in realit 

etc. Just as I would avoid the weak industries seflects actual proportionate increases i 
earning power. 

and the weak stocks, so I would favor the strong- —_ ig 

° : ocks.”’ son has the most enviable dividend recor 

est industries and the strongest st The present rate of 8% has been pai 

regularly and without interruption for 

: . ™ period of 20 years, dating from 1903; 6° 

The business of the Richard D. Wyckoff Ana was paid in 1901 and 1902 and 4%4% i 


lytical Staff is to select the strongest stocks in the 1900. Commonwealth Edison having th 
next best record, having paid 8% sinc 


strongest industries. A staff of experts are constantly 1914; 7%4% in 1913; 7% in 1912; 634° 
7 : in 1911; 6% in 1909 and 1910; and 5° 
engaged in this task for the benefit of Associate Mem- | in 1008 Detroit Edison has paid &* 

. : 1 : . from 1916 to date, 7% from 1911 to 191 
bers; also they determine when and in what quantity | and 5% in 1910. Caseclideted Gas Ele: 


w properly to dis- tric Light & Power, prior to 1913 (subs« 
purchases should be made, and ho ep y quent disbursements shown in table) pai 


tribute the risk. But there is still another side tothe || 5% in 1912; 4%% in 1911 and 4% i: 
1910, while Southern California Edisor 














operation, which is equally important, and that is de- prior to 1913, paid 5% in 1911 and 191 


and 334% in 1910 


ciding when to close out these investments. 
Extra Disbursements 


It stands to reason that an organization of men In addition to the liberal cash dividend 
stockholders of the various companie 


of long experience who give their entire time and have been rewarded from time to tim 


k - . k with “Rights” to subscribe to new stock 
attention to the security markets can do this wor as issued, which have had considerabl 

. +s : market value. In the case of Brookly: 
for you as an individual investor, better than you can Edison, $10,000,000 new stock was offered 
: last year to stockholders at par and i: 
do it for yourself. January of this year $15,000,000 was 
‘ : ” offered on the same basis. In each in- 
The Richard D. Wyckoff Analytical Staff stance the rights had a value of several 
‘ —" oe dollars per share, so that the actual yield 
provides a highly specialized Individual on the stock for the past two years has 
been considerably above the regular $8 
dividend rate. 





| THE 
| ee Advisory Service for the Investor 
| ANALYTICAL STAFF whose funds approximate Commonwealth Edison granted _ its 
42 Broadway, New York. stockholders the right to subscribe to $12, 
$10,000 and over. 000,000 new stock on February 1, 1923, 
} am interested in © Investments and at the annual stockholders’ meeting 
- Ts pull or © trading or hs Send in the cou- held February 26, 1923, the authorized 
amount of capital stock was increased 


Mark the ones you are interested in.) 
My present heldings and available capital totals ~*~ pon to-day for from $80,000,000 to $100,000,000, indicat- 
ais te to be held in strictest confidence by you. : ing that further subscription rights are 
Il understand there is no charge or obligation in send- details. likely to accrue to stockholders before the 

ing for this information. year 1s out. : 

Consolidated Gas of Baltimore and De- 
troit Edison have also both issued sub- 
scription rights this year. All the com- 
panies are planning large expenditures for 
: additions necessary to take care of the 
City end State ever increasing volume of business. A 
July 7 large part of this financing must be taken 
(Please turn to page 476) 
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Will Be Sent 
Without Cost 


Eight ways to test the safety of 
your investments are given in 
this interesting booklet, “How 
to Select Safe Bonds.” This im- 
portant booklet (the coupon will 
bring your copy) has been pre- 
pared from the long and stic- 
cessful experience of George M. 
Forman & Company. Every in- 
vestor, large or small, should 
know the facts it gives about 
getting a higher yield with posi- 
tive safety. 


EIGHT WAYS 


fo Test the Safety of 
Deancinastuatl 


] Js Your Investment Protected by 5 Is it Properly Managed? 


Property of Permanent Value? “How to Select Safe a, tells why 
a proper management is essential to insure 
ee an ee be prompt payment of interest and principal 
having a permanent value well in excess magne ae , 
of the amount of the entire loan. Is the Title Clear? 
“How to Select Safe Bonds” tells a sure 
2 Does Your Claim Command Pay- way of insuring against loss through 
ment Before Other Obligations? faulty title. 
“How to Select Safe Bonds” tells what What is the Moral Character of 
securities come before all others in obliga- the Borrower? 
tion to pay promptly and fully. As important as proper management—ex- 
plained in this interesting booklet. 
Has the Property a Sufficient Who Offers the Securities You 
Earning Power? Buy? 


“How to Select Safe Bonds” tells why a “How to Select Safe Bonds” tells why even 
safe property must have an annual earn- the experienced investor must depend for 
ing power of at least two and a half times safety entirely upon the reputation and 
the total annual interest on the loan. length of service of the Banking House 

offering the investment. It tells of the con- 
Is the Property Adequately Pro- setvative policy of painstaking investiga- 
tected by Insurance? tion and selection which has made it pos- 

sible for George M. Forman & Company 
An important consideration, as fire often to sell bonds for 38 years without loss to 
wipes out overnight a valuable property. a customer, large or small. 


GEORGE M. FORMAN & COMPANY 


105 West Monroe Street CHICAGO 
“38 Years Without Loss to a Customer’”’ 

MAIL THIS REQUEST BLANK Pr a 
' an ompany 


Let “How to Select Safe Bonds” show you Dept. 167, 105 W. Monroe St., Chicago, Ill. 

definitely how you can enjoy, with absolute Please mail me, without cost or obligation, a copy 

safety, a larger income from your invest- a nae pees, Sow to Select Safe Bonds.” No 
° : solicitor 1s to cz > , 

ment. Mail this request blank for your copy — a 

of this interesting booklet. No obligation. 
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(Continued from page 474) 
care of through the issuance of new se- 
curities, a large part of which will un- 
doubtedly be first offered to common 
stockholders, with the attendant accrual 
of valuable rights. 


























Summary 





To sum up, the writer is inclined to fa- 
vor the purchase of Brooklyn Edison over 
the other issues. Its exceptionally long 
record of regularity in dividends and earn- 
ing power have placed the stock on a 
sound investment plane. The territory 
served is growing at an unusually rapid 
rate and there is plenty of room for con- 
tinued expansion. The management is ca- 
pable and efficient. The stock enjoys a 
ready market on the New York Stock Ex- 
change and at its present price of about 
106 the return on the investment equals 
over 714%. 








BUSINESS INFLATION 
ENDED 
(Continued from page 404) 








pared with exports and, perhaps in 
corresponding degree, to bring about a 
depressing influence on local business. 








IN THE LONC ’ Activity of Credit 

As prices have come to a standstill and 
as securities and stock values have like- 
wise been halted, the tendency of th 
credit situation has been to decline in ac 
tivity. This is shown by the lack of any 
SILVERTOWN is the one word that means “cord material increase of business at reserve 
banks, or at most of the member banks, 
tire” to the world. No need to add “cord” or “tire.” while the activity of credit itself, as re- 
vealed by debits to individual deposit ac- 
SILVERTOWN means both. But now it is also the count, illustrated in the accompanying 
x diagram, has not increased beyond the 
one word that means “One Quality Only.” For general seasonal average. 
There appears to be little reason for 
SILVERTOWN is the product of a one-quality fearing the existence of an unduly inflated 
! : : state of mercantile credit, indications from 
policy. We center thought, skill, and care on it, the interior of the country showing that 
F P . collections are proceeding with reasonable 
and make it the perfection of cord tires. regularity. Demand for goods has been 
substantial, as is revealed in retail trade 
indexes which point to a very consider- 
THE B. F. GOODRICH RUBBER COMPANY able and acceptable volume of business 

ESTABLISHED 1870 practically throughout the country. Agri- 

cultural prospects continue to improve, the 
In Canada—The B. F. Goodrich Rubber Company, Ltd. net outcome clearly being the maintenance 
of buying power in parts of the country 
which heretofore have perhaps been some- 
what depressed so far as demand for 
goods is concerned. 

The general business situation continues 


unmistakably good notwithstanding indi- 

* cations of weakness in financial markets. 
Money prices and the cost of credit have 

ceased to advance and have been brought 

about to a standstill. Some recession in 

- * the volume of production especially in 


staple lines has been noted, but the volume 
of output is good, retail trade is active, 


IL RTIOWN RD lending power is ample and the activity 
of credit satisfactory. Transportation 


facilities are greatly in demand although 
export shipments are disappointing and 
competition with imported goods severe. 
.SOLD BY GOODRICH DEALERS THE WORLD OVEP. Immediate changes in the outlook now de- 
pend on agricultural yields which afford 
every indication of being good. 
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Would You Try To Sell 
7~tlim An AufoD 


He certainly needs one, but hasn’t the funds! 


—One-half of the commission houses in the financial 
district tell us their advertising doesn’t pay. 


—Some of them are frank enough to admit their 
“follow-up” is at fault. 


—The majority complain about lack of public interest 
in their message. Too few inquiries to their ad. 


—To-day, when 80% of the orders on the New York 
Stock Exchange are coming from out of town, the Broker 
that confines his advertising to New York newspapers, 
is getting only 20% efficiency. 

—The successful financial advertiser makes certain he 
is appealing to the proper audience before he attempts 
to sell his securities. 


—For the best means of approach to your real market 
use this no-waste circulation Magazine. Over 80% of 
its readers are outside of New York. 


A card, or phone call, will bring full information to 
your desk. 


42 Broadway, New York City Telephone Broad 5793 


The largest proven paid circulation of any financial publication in the world 
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July 1923 Investment Guide 
Now Ready for Distribution 


Whether you have $100, $500, $1000 
or more to invest, a careful reading 
of our July Investment Guide will 
prove of great benefit to you. This 
book, now in its 68th year, points 
the way to 100% protection com- 
bined with 644% interest return. 


68 Years Proven Safety 


Every Greenebaum First Mortgage Real 
Estate Bond is approved and recommended 
by the Oldest Banking House in Chicago. 
For over two-thirds of a century every 
Greenebaum Bank S2‘eguarded Bond, prin- 
cipal and interest, has been promptly paid. 
Send for Investment Guide 

Investment Guide will lead you to complete 
investment satisfaction and service wher- 
ever you may live. This valuable book now 
in its 137 Semi-Annual Edition is yours for 
the asking. Merely mail the coupon. 


Oldest First Mortgage Banking House 
CORRESPONDENT OFFICES IN 800 CITIES © 


-----Use Tis Coupon---~-- 


STEADY MARKET FOR UTILITY 
BONDS 


July Investment Demand Prospects 
and the Outlook for the Utilities 


OLLOWING the lead of bond mar- 

kets generally, the market for un- 

listed public utility issues showed 
little change during the past few weeks. 
The market continues an _ uninteresting 
one, though, on the whole, prices generally 
show no declines to speak of. Bonds of 
the utilities are showing up better than 
both industrial and rail issues. 


Prospects for July Investment Demand 
Not Thrilling 


The traditional July investment market 
has been looked forward to with a great 
deal of interest as being likely to break 
the monotony for a time and a great deal 
of financing has been put recently prob- 
ably intended to anticipate this factor. 
Notable in this respect was the $50,000,- 
000 issue of the Illinois Bell Telephone 
Co. It is safe to assume on present indi- 
cations that the usual July investment 
market this year will be nothing phenome- 
nal and may be disappointing. 

For the time being, it seems as if the 
upward tendency in the bond market has 
been checked. Firm money rates natural- 
ly mean lower bond prices and money 
rates now show no signs of easing off, but 
on the contrary, show an upward tendency. 
It is reported in well-informed investment 
quarters that, taking the number of re- 
cent offerings as a whole, they have not 
been taken as well as they might and 
dealers in many cases still have on their 
hands ample supplies of securities. _This 
is another adverse factor, which, at least, 


It will probably come as a surprise to most 
men—yet scientists have long known that 
65% of all men past a certain middle ag 
are afilicted with a disorder of the prostat 
gland. Even men whose lives seem the most 
vigorous are not exempt. 


Why Many Men Are Old at 40 


Heretofore such painful conditions as sci 
atica, aches in back and feet, frequent nightly 
rising, painful micturition, and a loss of 
strength and vitality, etc., have been frequent 
ly taken for granted as merely inevitable sign 
of approaching age. But now an amazing dis 
covery brings a priceless message to every 
man who is past or approaching the prime of 
life. 


Free— Real Truth 


for the immediate future, seems to pre- 


Greenebaum Sons Investment Company 
La clude any upward movement in prices. 


Salle and Madison Streets, Chicago 


Please send copy of July Investment Guide 
which explains how to invest savings at the 


About Glands 


A scientist, a member of the 





highest interest rate corsistent with safety. 
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gq COMPOUNDED 
Semi-Annually 


on investments in monthly payments or 
lump sums; Safety; Real Estate Security; 
Tax Exempt; State Supervision. Send 
for Details. 


Okmulgee Building & Loan Ass'n 


Okmulgee Oklahoma 




















Fractional Lots 
Inquiries Invited 
WILSON & CHARDON 
Members Consolidated Stock Exch. of N.Y. 
62 Broadway New York 
Telephone Whitehall 1964 








Utility Companies Prosper 


Bearing out what has been pointed out 
many times in this column, the New York 
Branch of the Federal Reserve Bank has 
compiled statistics covering earnings of 
the major industries. In this compilation 
the public utility companies are all classed 
together. Assuming 100 as the basis of 
1919 earnings, there has been a steady in- 
crease each year since then, and 162 would 
be the figure for 1922. Based on reports 
covering operations so far this year, 1923 
will exceed this figure. The figures also 
show the railroads have increased their 
earnings, but the most significant thing is 
that practically all the other major indus- 
tries, such as steels, equipments, automo- 
bile manufacturers, etc., show that 1922 
was well below the 1919 figure. 


Markets for all classes of securities 
may be headed for lower levels, but it 
should not be forgotten that public utili- 
ties this year on present indications will 
make the best showing since 1917, which 
was just about the time when mounting 
operating costs began to cut into earn- 
ings. Expanding demand for service, 
especially among the electric companies, 
is reflected in larger earnings, more than 
sufficient to offset increased fixed charges 
as a result of necessary new financing. 


American Society for the Ad- 
vancement of Science, has pre- 
pared an interesting treatise 
that will be sent free to every 
man who requests it. It tells 
much you want to know about 
the prostate gland and its func- 
tions—and in it you will find 
information that is purposed to 
enable you to decide for your- 
self whether you are one of the mS 
big majority that suffer the ef- 
fects of a disordered prostate. 
It will give you practical, useful information on the sub- 
ject of glands. And, best of all, if you are a prostate 
sufferer it will tell you of a new and harmless method of 
drugless home treatment that has been used successfully 
by thousands of men in alleviating these troubles, improv- 
ing mental and physical efficiency—a method being used 
and endorsed by prominent physicians, physical culturists, 
chiropractors, osteopaths and other leading health au- 
thorities. Do not delay a day. Get this information— 
make this test for yourself. Simply send your request 
to the address below. The book will be sent free with- 
out obligation. A coupon is printed for your convenience. 


= 


The Electro Thermal Company 
4424 Main Street, Steubenville, Ohio 





(Information Request Blank) 
THE ELECTRO THERMAL CO. 
4424 Main St., Steubenville, Ohie. 

Please send me at once your Free Booklet, ““Why 
Many Men Are Old at 40,"" and full facts about 
this amazing new method in treating Prostate 
Gland and kindred disorders. 


Name ......+++5 
Address 


If You Want Specific Information Give Age, 
Ailment and Duration. 
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American Water Works & Electric Company 


INCORPORATED 


50 Broad Street, New York 


HE growth and stability of the electric 


and water works subsidiaries of this 


Company are due, in no small part, to the 


careful management which 


these companies 


have received and continue to enjoy. 























A New $5 Consultation Service 
For Traders and Investors 


HOSE who do not maintain or have at their 

disposal sufficiently elaborate equipment to con- 
firm or reserve their judgment regarding the tech- 
nical market position of stocks listed on the New 
York Stock Exchange are invited to avail them- 
selves of our Consultation Service. 


In the interest of our extensive clientele engaged in 
trading and investment, we maintain up-to-the-minute 
facilities which enable us to estimate the probable price 
trend of most of the listed stocks with a degree of ac- 
curacy sufficient to considerably reduce the number of 
mistakes due to errors of judgment. The opinion of the 
average layman is likely to be based too often on super- 
ficial influences and untrustworthy news and propaganda. 


We are prepared to render our unbiased opinion re- 
garding the technical position of any active listed stock, 
by stating that we believe the client should take a long, 
short, or neutral position, or by stating the approximate 
price at which the issues may be bought or sold to 
advantage. 


Our advice may be obtained by mail, telephone or tele- 
graph for a nominal fee consistent with the expense of 
maintaining our readiness to serve. This fee is $5 for 
each opinion on the technical position of any individual 
stock listed on the New York Stock Exchange. Fees are 
payable in advance. 


The advantages of such a service toe traders 
in either round lots or odd lots should be ap- 
parent from the fact that the advice costs only 
one-twentieth of 1% in the case of a 100-share 
lot. This fee may be properly considered as a 
form of insurance against the probability of de- 
liberately entering an ill-advised trade, and is a 
nominal price to pay for confirmation of one’s 
own position or opinion. 


Opinions will be rendered upon receipt of the fee. A 
deposit may be maintained with us in order to insure in- 
stant response to requests for advices by phone, wire or 


TREND TRADING SERVICE, 
Consultation Dept., 
Sulte 538, 42 Broadway, 
New York City. 
I have decided to avail myself of your service 


each opinion thus rendered 


I have indicated, by checking box below, the manner In which I desire 


srivices transmitted 
"Phone Telegram Mail 


io} 
All telegrams sent collect—no charge for ‘phone messages New York City 


Enclosed find $ 
against which you will charge for opinions at the above rate. 
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and from time to time will 
call on you for opinions as to the technical position of various stocks listed 
on the New York Stock Exchange. I understand that I am to pay $5 for 


which please credit my account, 











Financial 
Advertising 

in 

Southern California 


The LOS ANGELES TIMES in 
April 1923 published 38% of the 
total bank and financial adver- 
tising carried by the five daily 
newspapers of Los Angeles. 


As the only big morning 
newspaper OWNED, EDITED 
and ee. in aiken 
a itornie, the TIMES is read 
WITH EXTRAORDINARY 
AND UNUSUAL ATTENTIVE- 
NESS. Its dominating posi- 
tion is shown by the fact that 
for two consecutive years it 
has printed more advertising 
than any other newspaper in 
the world. 


Los Angeles Cimes 


Eastern Representative: Williams, 

Lawrence & Cresmer Co., Harriet Trust 

Building, Chicago—225 Fifth Avenue, 
New York 














PARTIAL 
PAYMENTS 


The Best Way to Buy 
Good Securities 
on Convenient Terms 


Send for free Booklet MW-5, which 
explains our plan and terms. 


James M. Leopold & Co. 


Established 1884 
Members New York Stock Exchange 
7 Wall Street New York 

















Safer than 
National Banks 


Do you realize that you can 
invest your savings at 5% to 
6% per annum in a class of 
securities that have a better 
record for safety than our 
National Banks and Savings 
Banks? An interesting fold- 
er sent free on request. 


Ask for M. W. 78. 


McClelland, Claggett Co. 


60 Broadway 35 Congress St. 
New York Boston 








Inactive Securities 


We will gladly furnish quotations 
on inactive and unlisted stocks and 
bonds. 


Orders executed in all markets. 


Inquiries Invited 


HAWLEY & STEWART 


111 Broadway New York 








WHAT HAPPENS TO THE 
EIGHT BILLIONS OF OUR 
MONEY WHICH THE 
LIFE INSURANCE 
COMPANIES HOLD 
(Continued from page 454) 











tion so far had any further price-bulge 
been imminent. 

The view has its own elements of con- 
viction. 


The Increase in Bond Holdings 


As for the phenomenal advance in In- 
surance holdings of Bonds and Stocks, 
from 1915 on (which has brought such 
holdings to within an ace of the highest 
point ever held by Mortgage Loans), 
convincing explanation of this phenomenon 
will be found in No. 4. In words: The 
very elements which have sent private 
capital—the wealth of individual men and 
women—scurrying away from taxable se- 
curities and into the sweet refuge of tax 
exemption, have evidently made themselves 
felt in Lifg Insurance affairs. At any 
rate, the great portion of the increases 
shown in holdings of Bonds & Stocks is 
directly traceable to a larger investment 
in Government, State and Municipal bonds, 
which investment in 1921 amounted to one 
and four-tenths billions of dollars, as com- 
pared with only one-seventh as much 10 
years before. 

Little is to be said about this develop- 
ment, beyond what has been suggested 
above. 
in the safety element underlying Life In- 
surance holdings of Bonds & Stocks; in- 
deed, if experience means anything, and 
so long as taxes remain collectible, it 
marks a corresponding increase in that 
safety element. 


The Advance in Mortgage Loans 


The advance in Mortgage Loans is 
equally interesting. It has not been car- 
ried very far (comparatively speaking) 
to be sure, but far enough to be of real, 
out-and-out investment significance. 

No doubt, an important factor in the 
recent expansion of Mortgage Loans has 
lain in the powerful efforts some of the 
largest insurance companies have made to 
help supply our millions of really home- 
less people with the living quarters to 
which they are entitled. In this work, the 
outstanding leader, of course, has been the 
great Metropolitan Insurance Co.—that 
billion dollar organization, whose chief 
executive, Mr. Haley Fiske, has been sin- 
cerely called “the Jupitor of the Insurance 
Heavens,” by no less a confrere than Dar- 
win P. Kingsley. I have some figures be- 
fore me which indicate that the Metropoli- 
tan has well over four hundred millions 
of dollars invested in Mortgage Loans to- 
day. 

The item “Mortgage Loans,” of course, 
is not confined to city, or “urban” real 
estate. On the contrary, the Life In- 
surance companies from the beginning 
have distributed their mortgage loans 
about half-and-half between the city and 
the country. 

Chart 5 shows what the tendency has 


It marks, certainly, no diminution — 


DIVIDENDS 





AMERICAN WATER woes. & ELECTRIC 
COMPANY, IN 

The regular quarterly widen of 14% on the 
7% Cumulative First Preferred Stock of this 
Company for the quarter ending July 27, 1923, 
has been declared payable August 15, 1923, to 
stockholders of or at the close of business 
on August 1, 192: 

A dividend of one per cent has been declared 
on the 6% Participating Preferred Stock of the 
Company payable August 15, 1923, to stock- 
holders of record at ‘the close of business on 
August 1, 1923. 

W. K. DUNBAR, Secretary. 

Said dividends when received will be dis 
tributed to voting trust — ate holders in ac 
cordance with the above da 

BANKERS’ TRU ST COMPANY, 
Agent for the Voting Trustees 
ty H. B. WATT, Assistant Secretary. 

New York, June 20, 1923. 


THE BELL TELEPHONE COMPANY 
OF CANADA 


NOTICE OF DIVIDEND 
A dividend of two per cent (2%) has been de- 
clared payable at the office of the company, in 
Montreal, on July 14th, 1923, to shareholders of 
record at the close of business on June 23, 1923. 
WM. GEO. SLACK, Treasurer. 
Montreal, June 13, 1923. 


WESTINGHOUSE ELECTRIC 
& MANUFACTURING COMPANY. 

A quarterly dividend of 2% ($1.00 per 
share) on the PREFERRED Stock of this 
Company will be paid July 16, 1923. 

A Dividend of 2% ($1.00 per share) on 
the COMMON Stock of this Company for the 
guarter ending June 30, 1923, will be paid 
July 31, 1923. 

Both Dividends are payable to Stockhold- 
ers of record as of June 30, 1923 

H. F. BAETZ, Treasurer. 

New York, June 22, 1923. 





BAYUK BROS. INCORPORATED 
Philadelphia, Pa. 
June 27th, 1923. 
Quarterly dividend of 14% on First Preferred, 
and 2% on the Second Preferred stocks of this 
corporation has been declared payable on July 
15, 1923, to the stockholders of record June 30, 
1923. Checks will be mailed. 
HARVEY L. HIRST, Secretary. 





CHICAGO PNEUMATIC TOOL COMPANY 
DIVIDEND NO. 73. 

A quarterly dividend of one and one-quarter 
per cent has been declared on the Common Stock 
of this Company, payable July 25th, 1923, to 
stockholders of record at the close of business 
July 14th, 1923. 

J. L. PRICE, Treasurer. 

New York, June 27th, 1923. 





INTERNATIONAL care COMPANY 

ork, June 27, 1923. 
The Board of Directors Py A..F a regular quar- 
terly dividend cf one and one-half per cent. (14% %) on 
the preferred capital stock of this Company, payable July 
16th, 1923, to preferred st cane of record at the 

close of business July 6th, 192 
OWEN SHEPHERD, Treasurer. 











Your Speculative Trades 


in the stock market, when confined 
to Puts & Calls, enable you to limit 
your loss and risk to the dollar, 
while profits are unlimited. This 
method of trading enables you, on 
payment of $1,000, to control 
shares of stock for 30 to 60 days. 
No margin calls or interest charges 
to pay. Booklet MW explains how 
they operate. Write for a copy. 
My telegraphic department keeps 
out of town clients posted 
WM. H. HERBST 
20 Bread St.,N.Y.  Basiness Established 1898 
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ie 
The Book Review 


(Latest Publications on 


Finance and Business) 





633 pages 


“STANDARD BUSINESS 


477 pages 


“THE NEW THRIFT” 


247 pages 


42 Broadway 








“THE WORK OF THE 


STOCK EXCHANGE” 


By J. Edward Meeker 


The first 
up-to-date description of the 
activities of the Stock Ex- 
change, showing its connec- 


authoritative and 


tion with American business 


and finance. 


Price $5.10 postpaid 


DICTIONARY” 


By Julius Spiegel, M.C.S., Ph.D. 


Ten dictionaries in one. De- 
fines all terms, phrases and 
colloquialisms used in the 
practice of Accounting, Bank- 
ing, Commerce, Economics, 
Finance, Foreign Trade, His- 
tory, Law, Legislation, Trans- 
portation. 


Price $4.10 postpaid 


By Bolton Hall 
A book that should be of par- 


ticular interest to readers of 
THE MAGAZINE OF WALL 
STREET. Not a sermon or a 
treatise. The writer shows in 
a genial and witty manner, 
how to live richly while sav- 


This book is 


“something different’ — not 


ing wisely. 


the usual lecture on thrift, 
but just good sénse on vital 
everyday economics. 


Price $1.60 postpaid 


Place your order with the 
Book Department 


MAGAZINE OF WALL STREET 


New York, N. Y. 
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been as regards the farm-mortgage half 
of Mortgage Loans. Note the decline in 
1919, and the new high record struck in 
1922, in which year over 1.4 billions of 
dollars appear to have been invested in 
farm mortgages, or over twice the Farm 
Mortgage holdings of 8 years before. 

Mr. William Kingsley, Vice-President 
of the famous old Penn Mutual, has 
brought out an interesting point in con- 
nection with life insurance participation 
in farm mortgages. He says: 


“As an illustration of the vital as- 
sistance given by the insurance com- 
panies, it may be stated that during the 
year 1921, the life insurance companies 
made new farm loans aggregating over 
three-hundred and four million dollars. 
During the same period, the Federal 
Farm Loan Banks throughout the coun- 
try loaned approximately ninety-one mil- 
lion dollars, and the Joint Stock Land 
Janks slightly over nine millions—a 
total of about one hundred million, or 
about one-third of the amount invested 
by the insurance companies. The recent 
activity of the Joint Stock Land Banks 
has provided an additional element of 
competition, both as to the amount per 
acre loaned and the rate of interest ob- 
tained.” 

Some Conclusions 


Chart 6 is the last one which the reader 
is asked to consult. It shows, as of De- 
cember 1921, the comparative percentage 
holdings of various types of investment, as 
contrasted with the year 1911. 

Here you will note the same increase in 
Mortgage Loans as that referred to above; 
also, that amazing increasing in holdings 
of Government, State and Municipal bonds. 
You will note what has not been brought 
out before, viz., the declining tendency in 
corporation securities, very pronounced in 
the case of the railroads and little less 
pronounced in the case of the others. 

The whole Chart gives you a quick pic- 
ture of the investment ramifications of 
the insurance world today. 

One is led to three conclusions by the 
exhibits as we have studied them here. 
First, that the keynote of Life In- 
surance Company investments is con- 
servatism—safety—a minimum hazard. 
This, of course, reflects creditably upon 
the strength of the institutions, at the same 
time that it provides a practical object 
lesson in the science of investing money. 

Secondly, one is impressed by the 
progressive elements which evidently 
shape Life Insurance commitments as 
those commitments have been reflected 
here. The companies (as, of course, they 
would be) are evidently awake to their 
opportunities and quick to take advantage 
of them. 

The third, and last, conclusion which 
our study suggests, is the most deep- 
seated of all. 

It is the conclusion that our Life In- 
surance Companies have become a source 
of credit whose beneficiaries, direct and 
indirect, include every man and woman we 
have and embrace each and all of our in- 
dustries. On this subject: 

“The part that life insurance plays in 
practical economics is inestimable,” says 
Frederick L. Allen, General Solicitor of 
the Mutual Life of New York. “The 








“Junior” Rails 


Tabulation of operating profits 
for first four months 1923 and 
1922, 3-year price range, possible 
1923 per share earnings and other 
interesting data on 20 Rails. 


Ask for Circular MW-77 


Carden, Green & Co. 


Members New York Stock Exchanac 
43 Exchange Place New York 


Telephonc—Hanover 0280 

















CURB SECURITIES 


Bought and Sold for cash only. 
(No marginal accounts solicited) 
ABRAHAMS, HOFFER & CO. 
Members of the New York Curb Market 
15 Broad Street New York 











Cadillac Collateral Trust Notes 
7% yield 7.175% 
Write for information 


H. A. BENJAMIN & CO. 


1437 Dime Bank Bldg. 
Members Detroit Exchange 


Cadillac 2892 STOCKS AND BONDS 





We solicit inquiries on 
CANADIAN 
BONDS: 

Government Listed 
Municipal Unlisted 
King Boug Stodgell 
& Company 
Imperial Bank Bldg. Windsor, Ont. 


STOCKS: 








We invi in- 

INDUSTRIAL caeoten yt 

ou ; Fy suc- 

F I NANC I N Cc cessful methods. 
Write Department C 


S. T. PINK & CO., Inc. 


ENTIRE TOP FLOOR JONES LAW BUILDING 
PITTSBURGH, PA. 
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THE 


New Monterey 


North Asbury Park, N. J. 
T he Resort Hotel Pre-Eminent 


Directly on the Ocean 
OPENS JUNE 23 
American Plan. Capacity 500 


Superior A-la-Carte Grill 
Interesting Social Life 
Daily Concerts and Dancing 


Golf that Makes You Play 


— 18 Hole Course — 
Hot and Cold Sea Water in Rooms 


Wonderful Ocean Bathing 


New Swimming Poo! Adjoining 
On “The New Jersey Tour.” 


SHERMAN DENNIS, Manager 
New York Office: 8 W. 40th St. 
Telephone Longacre 8310 
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billions of accumulated funds in the 
hands and under the control of life in- 
surance companies represent in reality 
public wealth held as security for the 
faithful discharge of promises made and 
obligations incurred and, in addition, 
represent a vast amount) of economic se- 
curity resulting from the successful 
elimination of a risk inherent in the un- 
certainty of life. The accumulation of 
these vast sums is in large measure the 
result of a struggle for economic inde- 
pendence and cultivates a habit among 
people to save and thereby thrift, frugal- 
ity and temperate living are encouraged. 
This accumulation is not idle capital but 
stands for public wealth in the truest 
sense of the word. It is wealth made 
: , ; available for the conduct of the world’s 
“ ; ' business. It lends itself to active enter- 
Be a $37 Sc cae prise and secures other social and eco- 
aa 7 nomic ends. By necessity, the insurance 
— . companies must see to it that the assets 
we ~~ bbe ot ans r of which they are the custodians shall 
vic e be employed in profitable enterprises and 
adv soa ® eae for the national prosperity and the social 
nail ni security of the people thereby materially 
coe? ctunss ° . increased. 


“These billions of assets may be 

CYUICE likened to the seed from which, through 
germination, the ripened fruit is grown. 
These benefits grow and increase with 
The buying and selling of securities on the New York Stock the wise and equitable management of 
. ° these great companies. These benefits 
Exchange is recorded on the Ticker Tape. By carefully accrue not only to the individual policy- 


analyzing the message of the Tape it is possible to sense the holder, but to the community at large, 
and are a source of protection and se- 


forces of supply and demand that regulate prices. Our in- curity, if you will, to the State and to 
the Nation.” 















































terpretation of the immediate course of individual security 





prices is offered in WHAT THE CHICAGO 


° © STOCK MARKET OFFERS 
The Trend Trading Service (Continued from page 417) 
Its business is to judge the best opportunities for profit as 











operations, but its boosters, of whom 
they apepar among the securities listed on the New York there are many, have managed to derive 
‘ 2 sufficient nourishment from their knowl- 
Stock Exchange. It is the result of years of practical edge of its really immense scope, and the 
experience. prominence and great wealth of the inter- 
ests associated with it. 
It is probably unnecessary to point out 


How It Operates that Union Carbide, among a host of 


other products, manufactures or deals in 

The Trend Trading Service consists of telegraphic advices gas and electrical apparatus, iron, steel, 

: yi ‘ high manganese, copper and aluminum, electric 

to buy or sell one or more securities when, in the opinion batteries, starters, lamps and machinery, 

of the organization, particular stocks are in a position to oxygen, hydrogen, nitrogen and other “air 

products.” Among its subsidiar‘es are the 

advance or decline. The basis of the advice is the supply National Carbon Co., owning the business 

of the famous American Eveready Co., 

Linde Air Products, the Prest-O-Lite 
Co., etc., ete. 


~~ It is not a question of how much money Union Carbide at the close of 1922 


k d b valued its total assets at $213,000,000. It 
Sa you can make on your own ju gment, ut had a net working capital of almost $63,- 


%e , how much more we can help you to make. 000,000, of which inventories composed a 
IG a little less than 60%. In 1922 it earned 
SERVICE ‘ 11.7 millions of dollars for its stock, or 
nore ~ Send the Coupon and Full Particu- is aaalies af G60D cor Gane. 
r ay, ° 
New York. “s lars Will be Promptly Sent to You The parent corporation has no funded 
Gentlemen: — Please ex- debt, although the bonds of subsidiary 


lain in detail how Mg companies amount, roundly, to 8 millions. 
aes would *e, ,, THE TREND TRADING SERVICE Capital stock outstanding consists of no 
less than 2,827,468 shares, out of a total 
42 Broadway authorized of 3 million, of no par value. 
The profit and loss surplus, as of Decem- 
ro New York ber 31, last, stood at 66.5 millions of dol- 
July 7. lars. 

In recent years, Union Carbide has 
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and demand as recorded on the ticker tape. 























anged as follows: 1917, 40%-58; 1918, 
1714-69; 1919, 55%-857%; 1920, 45-78; 
21, 40-60; 1922, 44-65. 
The common ‘stock at this writing sells 
round 53, offering a yield at the current 
t rate of about 7.54%. In view of the 
nall margin earned over and above divi- 
nd requirements last year, the due con- 
rvatism with which the market evident- 
looks upon the issue appears quite 
nderstandable. The writer’s tendency 
would be toward delaying commit- 
nents in Union Carbide, especially in 
view of the uncertain tone of prices 
n general. 





IMPORTANT DIVIDEND 
ANNOUNCEMENTS 








Am’t Stock Pay- 
Ann. Rate Declared Record able 
6% All Amer Cables. 1y % % Q 630 7-14 
Amer Chain Cl A.. 50c — 620 
$4 Amer Coal of Alleg $1.00 O 7- -10 
6% Amer Gas & El pid 14% % Y . 
$1 Amer G & El com. 25c 0 
-Amer G&Elec (stk) 1/ 50 sh — 
8% Amer Shipbldg com 2% 
$5 Amer Sm & Ref c. $1.25 
$7 Amer Sm & Ref pf $1. 75 
$3 Amer Stl Fndries c T5c 
$4 Am WW&EI par pi $1.00 
$7 Am WW&EI Ist pf $1.75 
7% Austin-Nichols pid. 14% 
8% Bayuk Bros 2nd pid 2% 
7% Bayuk Bros Ist pid 14% 
$2.40 Beechnut Pack com 60c 
7% Beechnut P pfd B. 14% 
$8 Borden Co com... $4.00 
1% British Em S Ist pf 134 % 2 
3% Canada Southern.. 1% 
"$6 Cent Aguirre Sugar $1. 50 
— Cent Aguirre — a $5.00 
$6 Cent C & C com. 
$5 Cent C & C pid.. 
$6 Chandler M Car.. 
5% CStPM&O com. sa 
7% CStPM&O pid. 
6% *Cities Service com 
15% TCities Service com 
6% Cities Service pfd B 
$7 Coco Cola 
$7 Coco Cola 
60 Col Gas & 
— Corn Pdts 
$6 Corn Pdts 
7 Corn Pdts 
Cont Can pfd......$ 
Crucible Steel com. 
® Crucible Steel pfd. 
Cuyamel Fruit..... $ 
$8 Detroit Edison..... $ 
$4 Dome Mines 4 
$2 Edmunds & Jones c 5 
— Edmunds & Jones c 5 
7 % Edmunds & Jones p 
5% Eisenlohr & Bros c 
$8 Famous P-Lasky c. $ 
$8 Famous Players pfd 
$4Gen Refractories... $ 
$8 Guantanamo S pfd. 
12% Hollinger C Gd M 
~ Ind Pneu T (stk). 
7% Inter Cement pfd.. 
6% Inter Tel & Tel. 
— Island Creek C com 
$8 Island Creek C com $ 
$4 Jones Bros Tea com $1 00 
7 % Jones Bros Tea pid 14% 
7% Kansas G & El pid 1% % 2 
- Laclede Gas Light c $3.5 
$4 Marland Oil $1 00 
12% Mid States O (stk) ¢ 
— Mid States O (stk) 
$3 Moon M Car com.. 
— Moon M Car pfd... 2 
$4.N Y A Brake new c 
$4 N Y A Brake new p $1.00 
12% Nippissing Mines... 3% 
8% Otis Elevator com. - 2% 
6% Otis Elevator pfd..1% 
$6 Pacific G & El com 1} $2 
$8 Panhandle P&R_ pfd $2.00 
$6 People’s G Lt & C $1.50 
$4 Phelps Dodge...... $1.00 
$3 Postum Cereal com Tic 
$8 Postum Cereal pfd. $2.00 
$8 Schulte Ret Sts com $2.00 
8% Stern Bros pfd.... 2% 
$7 Tobacco Pdts pfd.. $1.75 
$6 Union Bag & Paper $1.50 
$2 United Shoe M com 50c 
$2 West Penn Co com 5c 
6% Wt Penn Co cum pfi1%% 


~ * Cash. t Stock, 
for JULY 7, 1923 
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CANADA—A Field for Investment 


Canada today offers the American Investor a prolific field for investment. Interest returns 
are higher, profit possibilities greater, and safety unquestionable. 

Those who wieh te to keep in touch with conditions and opportunities in Canada should 
subscribe to and study carefully each week 


ri 2 © rit 
Che Financial Times 
Canada’s Leading Financial Publication 

Issued once each week, this publication covers thoroughly business and financial conditions 
in Canada from Coast to Coast. 

Subscribers have placed at their disposal our Inquiry Department, which answers without 
cost all inquiries regarding investments or business in Canada. 

A sample copy will be mailed upon request. $3.50 per year, $2.00 six months. 


THE FINANCIAL TIMES 
PUBLISHING COMPANY, LTD. 
333 Craig Street, W., Montreal, Que. 34 King Street, W., Toronto, Ont. 
CANADA 
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# THE IDEAL RESTAURANT 
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Special 
Vacation Offer 
To News Stand Readers 

Have The Magazine of Wall Street 


follow you to your summer retreat. 


You cannot afford, in these times of industrial unrest 
and financial uncertainty, to lose touch with develop- 
ments in the world of investment and business. 


To keep you in close contact with the situation, we are making 


a special vacation offer of 4 issues of THE MAGAZINE OF 
WALL STREET for $1.00 to include the numbers of July 21, 
August 4, August 18 and September I. Use the coupon below. 


THE MAGAZINE OF WALL STREET, 
42 BROADWAY, NEW YORK CITY. 


I enclose $1.00. Send me the four issues beginning with July 7 men- 
tioned in your special vacation offer. My address for the summer will be 
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KEEP POSTED 


The books, booklets, circulars and special letters listed below have been prepared 


with the utmost care by investment houses of the highest standing. 
free on request, direct from the issuing house. 


We urge our readers to take full advantage of this service. 


They will be sent 
Ask for them by number. 


Address, Keep Posted 


Department, Magazine of Walk Street 





ODD LOTS 
A well known New York Stock Ex- 
change firm has ready for free dis- 
tribution a booklet which explains 
the many advantages that trading in 
odd lots offers to both small and 
large investors. (225) 


SAVING MADE MORE PROFITABLE 
A booklet describing a partial pay- 
ment plan for the purchase of high- 
grade securities, issued by a_ well 
known investment house. . (251) 


BUILDING AN INCOME WITH 
GUARANTEED BONDS 
A booklet free of cost about bonds 
free from worry! It shows the way 
to financial independence and can be 
read in ten minutes. (255)) 


INVESTMENT GUIDE 
Issued by the oldest first mortgage 
house in Chicago. It explains how to 
invest savings at the highest interest 
rate consistent with safety. (256) 


THE OKMULGEE BUILDING & 
LOAN ASSN. 
A booklet describing a real estate se- 
curity which embraces safety, a de- 
pendable income—a tax free invest- 
ment—State supervision — and _ yield- 


ing 9%. (257). 


A GRAPHIC GUIDE TO INVEST- 
MENTS 
A highly instructive circular for the 
careful and discriminating investor 
who investigates a security before 
placing his funds. (263) 


WHY THE SOUTH OFFERS IN- 

VESTMENT OPPORTUNITIES 
This pamphlet explains briefly and 
clearly why it is that the South of to- 
day is one of the most attractive sec- 
tions of the United States in which 
to invest and why it is that Southern 
investments yield an average of 1% 
more interest, with equal safety. A 
distinct opportunity for investors is 
described in an understandable man- 
ner. (264) 


HOW TO SELECT SAFE BONDS 
It took 38 years to write this impor 
tant investment book, now free to 
every investor. Ask for booklet. (267)} 


PROFIT SHARING BONDS 
A booklet describing how a security 
has returned 9214% to bondholders in 
slightly over 9 years. (268)} 


JULY INVESTMENT LIST 


Issued by an old established bond 
house listing Municipal, Railroad, 
Equipment, Public Utility, Industrial 
and Foreign Government Bonds. They 
offer conservative investors a wide 


range of choice of sound securities 
with liberal income return. (270); 


THE GREENSHIELDS REVIEW 
The best review of Canadian securities 
published. It gives authoritative de- 
tailed information on 53 standard 
Canadian securities, yielding from 5 
to 744%. (271); 


A TIME SAVER FOR BOND 
HOLDERS 
A loose-leaf security record for record- 
ing income tax data, interest payment 
dates, maturities, yield, taxable status, 
etc. Binder & loose-leaf forms fur- 
nished on request. (272)) 


BOND RECORD 
A 24-page book showing price range 
(high and low, 1906 to date), tax 
status, maturity, interest dates, call 
place (if any), income values, yields 
of the active bonds listed on the New 
York Stock Exchange. (273), 


U. S. RUBBER 
A complete survey of the premier 
Rubber Mfg. Company. (274) 


RADIO, THE THIRD YEAR 
A history of the growth and expan- 
sion in this fascinating field during 
the past 3 years. Also contains a 
list of the radio and wireless stocks. 
(276) 


STEWART WARNER SPEEDOM 
TER CORP. 
A complete analysis of this company, 
compiled by a member of the N. Y. 
Stock Exchange. Of great interest at 
the present time due to the stock’s 
market position. (277) 


QUESTION ANSWERED 

An extremely interesting illustrated 
booklet explaining how a stock ex- 
change firm handles out of town busi- 
ness. It shows how orders are treated 
from the time the letter arrives to the 
final placing of the certificates pur- 
chased. (278) 


INVESTMENT SUGGESTIONS 
contained in a market letter published 
by an old established stock exchange 
firm. Discriminating investors should 
have their name on this list perma- 
nently. (279) : 


THE GROWTH OF SINCLAIR 
A 12-page booklet which explains the 
remarkable growth of this well-known 
Company from its organization seven 
years ago. (280) 


ELECTRIC BOND & SHARE CO. 
Send for interesting market letter on 
this company. (281) 


BROOKLYN EDISON CO. 
This company is compared with four 
similar companies in_ interesting 
folder. Send for 282. 

















SOLVING INDIVIDUAL IN- 
SURANCE PROBLEMS 
(Continued from page 429) 








FOR A SINGLE MAN, AGE 39 


As a subscriber of your Magazine, would 
you kindly advise me in the line of insuranc 
most suitable for one of my years and circum 
stances? I am 39, single, and earn approzi- 
matcly $2,000 a year, providing we have wor! 
steady, as my work is such that the pay is 
based on an hourly rate. I have a policy fron 
the John Hancock Life Insurance Co. of this 
state which will mature in December, 1925 
and will pay me around $2,500. 

I own real estate valued at $1,500 an 
with Liberty Bonds, War Saving Stamps and 
stocks and bank account, I have including al 
mentioned in this letter about $9,500. My 
policy is so near maturity, I would like t& 
take out another policy but do not know just 
what would be best. I was thinking that on 
which covered sickness, etc., would be good 
but I’ve read in the Magazine that one should 
ask the Insurance Department questions, if he 
has any, and I am therefore writing to you 
—J. J. F., Springfield, Mass. 

We presume that the policy you have 
is an endowment taken out by you in 1905 
and maturing at the end of 20 years for 
$2,500. 

As you are a single man under 40, and 
have evidently been careful in your mode 
of life, we would suggest another endow- 
ment policy which would furnish an old- 
age income to you, commencing either at 
age 60 or at age 65. Such policies have 
been described in the pages of THe Mac- 
AZINE OF WALL Street, and probably you 
have observed the articles. If you have 
The Magazine on file, you can readily re- 
fer back to them. To provide an income 
of $300 a year (payable $25 per month) 
would call for an annual premium of 
about $170 from age 39 to age 60. The 
income would be fixed for ten years cer- 
tain and would continue for your life 
thereafter. Each premium would be sub- 
ject to reduction from dividend earnings, 
and the policy would have a guaranteed 
cash value on attaining the age of 60 of 
$3,720.00. 

You will observe that under a policy 
of this character, your maximum pre- 
miums would be less than $3,600.00 and 
these premiums would be reduced by divi- 
dends annually. Nevertheless, the guar- 
antee to you on survivance to age 60 would 
be no less than $3,720, so that as a thrift 
proposition as well as a mode of protec- 
tion for any beneficiary to whom you may 
wish to bequeath the proceeds, the con- 
tract is a more desirable one. 


THE TWENTY-PAYMENT 
ENDOWMENT 


I will be much obliged for your advice on 


my life insurance problem. I am carrying no 
insurance now but expect to take out some tn 
the near future. I am 23 years of age, single 
and have an income of twelve hundred a year 
with good prospects of advancement. What 
kind of policy and amount would you recom- 
mend? 

One of the leading agents in this vicinity 
advises me to take out a 37-year 20-payment 
endowment policy with a premium of about 
$31 per thousand and carrying a dividend of 
about three dollars. What is your opinion of 
this plan?—W. M. C., Bruin, Pa. 


I think you are right in planning to 
take out some life insurance in the near 
future. The premiums are low at your 
age and it is usually easy to pass the nec- 
essary medical examination in youthful 
manhood. The policy¢you outline—an 

(Please turn to ‘page 486) 
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BANK STOCK REFERENCE TABLE 
How I Trade and 


NATIONAL BANKS 


Book Book © ——Market— Invest in Stocks 


Value Value $ Per Share 
Dividend Par Dec. Dec. June Ist, 1923 
Name Rate $ Value 30,1921 29, 1922 Bid Asked and Bonds 

American Exch $100 x$255 x$258 290 296 By Richard D. Wyckoff 
100 197 177 Editor of The Magazine of Wall Street 
100 221 214 150 160 
- — = The man who has conducted 
100 x205 x210 his own business successfully has 
100 217 +189 not had time to delve into the 
100 450 461 a ° r 
100 x253 x 228 principles that underlie invest- 
100 187 191 ments. He therefore must rely 
100 235 upon those who have studied the 
subject from every angle. 


As Editor of THE MAGAZINE 
OF WALL STREET, Mr. Wyckoff 
has come in active contact with 
the mistakes of the average secur- 
100 ity buyer, and has developed into 
successful investors many thou- 
sands of business men who had 
lacked the necessary training in 
the principles of security values. 
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100 175 180 
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East River 


100 x616 
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Hanover 
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Importers & Tr 100 
Mechanics & Met 100 272 Send this coupon in today 
261 , THE MAGAZINE OF WALL STREET, 


Nassau Nat 100 
42 Broadway, New York. 


Nat. American 152 
Ec cdecknnsengeauns - 100 339 Gentlemen :—Enclosed find $5. Send me 
People’s Nat 100 266 287 165 on HOW I TRADE AND INVEST IN 
Public 1242 295 300 STOCKS AND BONDS, by Richard D. 
Wyckoff. 

Seaboard 100 266 1277 360 370 


(A) Includes $4 paid by Chase Securities Corporation. (B) Includes 2% and 2% extra 
paid by National City Co. quarterly. (C) 4% extra Jan., 1923. (D) 10% extra paid by 
First Securities Corp., Jnuary, 1923. (E) 2% extra January, 1923. (F) 3% extra Janu- 
ary, 1923. (G) 5% extra July, 1922, and 5% extra January, 1923. (H) 6% extra January, 
1923. (J) 2% extra July, 1922, and 2% extra January, 1923. (K) 3% extra January, 1923. 
(L) 2% extra January, 1923. (1) Capital increased during year. 











Book Book —— Market. + ki 9 
Value Value $ Per Share in an ing * 


Rate $ Par Nov. Nov. June Ist, 1923 
Name Dividend Value 15,1921 15, 1922 Bid Asked 


TRUST COMPANIES 


: The AMERICAN BANKER estab- 
A . _ . . . 

— Ses $100 oe eames . lished in 1836 gives, each week, 
Bankers 20Q J 100 202 225 352 the news about banks and bank- 
Bank of N. Y. & Tr. Co... J 100 396 465 ers for every section of the coun- 
Brooklyn hae J 100 285 313 470 try 
J 100 256 470 
J 100 134 110 Its special articles on timely and 
J 100 210 310 important banking topics contain 
J 
F 
J 
& 


®o wr 
ne Oe # Oo 


Central Union 
Commercial 


Empire 

Equitable 
Farmers L. & T 
Fidelity—Int'l .. 
Fulton 


100 *231 189 a world of information and serve 
to keep one posted on the big is- 


— A. 4 = sues and movements of the bank- 
100 250 250 ing world. 


Pd 


rss 
0° 00 00 00 


i) 





100 171 258 
100 *261 205 


Pin a dollar to this advertisement 
; and send for three months’ trial. 
Irving Bk. Col. Tr. Co... 100 — , 220 


Kings County 100695 eee Hmerican Banker 


Lawyers T. & T 100 251 7 190 
M f The Oldest and Most Read 
anusacturers = Qj Banking Journal in America 


Metropolitan neisncnn Bae 271 290 
Midwood 67 PEARL ST. NEW YORE 
New York 270 339 $5 a Year 15¢ each 
People's 20Q J 100 244 1277 390 
Title Gr. & Tr......... » £SO@? 100 326 t301* 365 370 

We Buy and Sell 


100 244 247 307 315 Consolidated Gas 


United States 100 889 923 1220 1230 
Preferred Stock 


(C) 1% extra July, 1922; 4% December 30, 1922. (D) 2% extra January, 1923. 

(E) 2% extra July, 1922; 2% January, 1923. (G) 2% ertxa October, 1922. (K) 4% extra May & Company 
June 30, 1922; 3% January, 1923. (M) 4% extra January, 1923. (S) See N. Y. Title & 15 Broad St., New York City 
Mortgage Co. (1) Capital increased during year. (*) Book value figured on old capital. Telephone 1709 Hanover 


Inquiries Solicited 
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(Continued from page 484) 
Endowment at age 60, by twenty annua! 
payments, affording insurance protectio: 
| to a beneficiary up to your sixtieth year 

How Are You Farin and maturing as an Endowment for it 
g face value to yourself if you are alive at 


age 60—is an excellent policy, and the pre 


| | th it M k t ! 9 mium quoted of $31 per $1,000 (presum 
n e ecurl y ar e ably less dividend) is about what the rat: 
should be. I should advise a policy o 
| Have the recent disturbing developments and an ee, & Sere 
- 2 ract, you could obtain a 35-year endow- 

unexpected shifts in the stock market shaken ment maturing at age 58, for a premiun 


. — . of about $28 per $1,000. You could thu 
your confidence in your ability to interpret mar- |} .soent Be Per Sithe premium-pavin, 


ketwise the course of events >? period at the guaranteed net rate, and re 
ceive the proceeds of the Endowment tw 


Subscribers to The Investment and Business | vense enrfler. 
Under the participating policy, if it wer 


Service of THE MAGAZINE OF WALL STREET not necessary to use the dividends to re 
have no moments of uncertainty or indecision. —_||_ duce the cost of the premium, you coul 


accumulate the annual dividends, leavin; 
with the company to accumulate at inter 
est to be payable with the face amoun 


How do you decide | Sas ee 
whether to buy or sell ? 





WHEN UNCLE SAM EN.| 
. TERS THE FORECAST- | 
The chances are, you are too busy with your own ING BUSINESS | 


| 
affairs to devote yourself to thorough study of the | (Continued from page 401) 
| 
| 
| 








investment situation and the technical position of | 
the stock market. And you haven't the facilities, ; han am 

° one else, assumes to state with sub- 
even had you the time, to stantial positiveness what is likely to 


THE SERVICE make a thorough inquiry | happen to prices or production or con 
1_—P lies b 1 : l sumption at a future time. So far a 
a vompt replies Fa > aed into genera business con-~- * such predictions have been made, the: 
© inquiries regarding any liste ea “. 
security —or the standing of ditions, into the financial have been almost uniformly disastrous 
Aegis positions of several hun- 
2.—An eight-page service report . . 
issued every Tuesday. dred corporations, into the | . ee a i = 


eee Ray Ss ‘ae pi = ba nki ng situation, the terly disappointed when the outcome doe 


with stocks. labor controversies, the not coincide with what has been looke 
forward All tk doubly to be 

4.—The Investment Indicator, which E bl a th orward to. Jill this is doubly to a 

hee ne duplicate anywhere. In uropean probiem e agen hg nora the effect - —s pub 

tabular form it shows the in- ic such forecasts necessarily is that o 

vestment position of the leading thousand and one other hurting someone, the information mili 

stocks and tells you what to do. factors of market impor- tating against the interests of seller o 

5.—The Richard D. Wyckoff color t e buyer as the case may be, provided that i 

graph of Business, Money, ance. is taken as true, and hence bringing abou 

Credit and Securities. Th d : | d a different situation as a result of the ac 
6.—Without additional charge a sum- € aadvices—ciear an tion produced by it. 

mary of the regular and special ad- definite—not only lead to | The power to forecast has now, how 

vices sent to you by night letter ever, become practically an article of po 

’ ee anges with a , ae profits, but to Id. litical faith, and recent ws hav: 

—_— rief but thorough survey o shown that the effort to get the forecast 

the various fields of industry. hig er investment yie system abolished is for the present at least 

8.—Recommendations of profit pos- Send in your subscription to- out of the question. In the case of agri 

sibilities in bonds. : cae C re, the opinion has been frequenth 

a culture, the op een freq ’ 

day and be in position to com ; ; 
mence taking your profits out | and definitely avowed by officials of th 


° Government that it protects the farme: 
of the security market. and enables him to charge higher. prices 


than he could otherwise get. Experienc: 
en ee ee ee —— USE THIS COUPON and analysis of the figures has show: 
that this is not the case, but the belief re- 
| THE INVESTMENT and BUSINESS SERVICE mains and is widely entertained by legis- 
| of The Magazine of Wall Street, lators, so that an early rectification of the 
| 42 Broadway, New York City. policy would probably be out of the ques- 
tion. The effort, however, of all who 
want to see a development of fair deal- 
ing and equity in commercial matters 
| 


course, cannot predict the future with 
absolute accuracy any more than any 





The public is inclined to accept them it 


with the exception of a few lucky guesses 
an undiscriminating way, trades on th 


9.—A special wire or letter when 
any important change impends. 











Enclosed find my check for $125.00 for The Invest t and Busi Service, to be 
| sent me once a week or oftener for an entire year, beginning with the next issue. 





must be that of drawing a sharp line be- 
tween the collection and publication of 
Wire service wanted? Yes No © statistical facts by the Government and 
July 7. the dissemination of conjectures or fore- 
casts which have no positive basis in fact. 
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COLUMBIA GAS & ELECTRIC COMPANY 


“COMPARATIVE CONSOLIDATED 
EARNINGS STATEMENT 


Five Months Increase 
Ending Per cent 
May, 1923 Over 1922 1922 1921 


Gross Earnings $7,933,062.66 16.21 $18,592,693.62 $15,232,963.51 


Net Operating Earn- 
ings and Other In- 
5,003,968.71 20.52 10,892,083.53 9,783,151.19 


Balance after Rentals 
and Interest Charges 3,082,398.03 30.45 5,081,600.93 4,303,535.80 


*COLUMBIA GAS & ELECTRIC COMPANY and subsidiaries con- 
trolled through 100 per cent stock ownership or lease. Other Companies in 
the system are included under “Other Income,” only to the extent of cash 
dividends received. 


The group of companies controlled by Columbia Gas & Electric Company, 
(including the leased properties) had outstanding in the hands of the public 
at December 31, 1922, $165,730,368.33 par value of securities, consisting of 
$54,316,568.33 Bonds and Debentures, $46,227,600.00 Preferred and Common 
Stocks entitled to dividends at fixed rates specified in the various leases, and 
$65,186,200.00 Common Stock. The market value of these securities, based 
on quotations at that date, amounted to more than $167,200,000.00. 





The total Gross Earnings of all the above companies, constituting the system 
operated by Columbia Gas & Electric Company, for the year 1922, amounted 
to $35,322,086.75. Net Earnings for the above period, after eliminating inter- 
company transactions, were $16,427 445.43. 











for JULY 7, 1923 

















REORGANIZATION 


OF THE 


Denver and Rio Grande Western Railroad System 


A Plan and Agreement dated June 15, 1923, for the Reorganization of the Denver and Rio Grande Western 
Railroad System, under which Kuhn, Loeb & Co. and The Equitable Trust Company of New York will act as 
Reorganization Managers, has been approved and adopted: 

(a) by the Committee representing holders of First and Refunding Mortgage Five Per Cent. Gold Bonds 
of The Denver and Rio Grande Railroad Company and of certificates of deposit for such bonds, of which 
John Henry Hammond is Chairman, constituted under a Deposit Agreement dated July 31, 1922; 

(b) by the Committee representing holders of First and Refunding Mortgage Five Per Cent. Gold Bonds 
and Seven Per Cent. Cumulative Adjustment Mortgage Gold Bonds of The Denver and Rio Grande Rail- 
road Company and of certificates of deposit for such bonds, of which James H. Perkins is chairman, con- 
stituted under a Deposit Agreement dated as of January 31, 1922; 

(c) by the Committees representing holders of First and Refunding Mortgage Five Per Cent. Gold 
Bonds and Seven Per Cent. Cumulative Adjustment Mortgage Gold Bonds of The Denver and Rio Grande 
Railroad Company and of certificates of deposit and deposit receipts representing such bonds, of which 
Richard Sutro is Chairman, constituted under Deposit Agreements dated respectively as of October 5, 1922, 
and January 24, 1922. 

Holders of certificates of deposit or deposit receipts issued under any of said Deposit Agreements, who shall 
not exercise any right of withdrawal under the Deposit Agreement under which such certificates of deposit or 
deposit receipts were issued, will, when said Plan and Agreement shall become binding and conclusive on holders 
of certificates of deposit and deposit receipts issued under such Deposit Agreements respectively, become parties 
to said Plan and Agreement without the issue of new ceriificates or receipts or any stamping of such certificates 
or receipt®. Holders of such certificates or receipts may, however, at any time present their certificates of deposit 
or deposit receipts to the Depositary or one of the Sub-Depositaries under the Deposit Agreement under which 
said certificates or receipts were issued to be stamped as assenting to said Plan and Agreement. 

Holders of First and Refunding Mortgage Five Per Cent. Gold Bonds of The Denver and Rio Grande Rail- 
road Company not heretofore deposited under any of said Deposit Agreements may become parties to said Plan 
and Agreement by depositing their bonds and coupons on or before August 1, 1923, at their election either 

(a) under the Deposit Agreement dated July 31, 1922, constituting the Committee of which John Henry 
Hammond is Chairman, with any of the following: 

BANKERS TRUST COMPANY, New York City, Depositary; 

FIRST TRUST AND SAVINGS BANK, Chicago, Ill., Sub-Depositary; 
PROVIDENT TRUST COMPANY, Philadelphia, Pa., Sub-Depositary; 
MERCANTILE TRUST COMPANY, St. Louis, Mo., Sub-Depositary; 

THE INTERNATIONAL TRUST COMPANY, Denver, Colo., Sub-Depositary; 
PIERSON & CO., Amsterdam, Holland, Sub-Depositary; 

(b) under the Deposit "Agreement dated as of January 31, 1922, constituting the Committee of which 

James H. Perkins is Chairman, with any of the following: 
THE FARMERS’ LOAN AND TRUST COMPANY, New_York City, Depositary; 
THE MERCHANTS LOAN AND TRUST COMPANY, Chicago, IIL, Sub-Depositary; 
THE NATIONAL BANK OF COMMERCE IN ST. LOUIS, St. Louis, Mo., Sub-Depositary; 
BANKERS TRUST COMPANY, Denver, Colo., Sub- Depositary; 
THE NATIONAL COPPER BANK, Sal: Lake City, Utah, Sub-Depositary; 
HOPE & CO., Amsterdam, Holland, Sub- Depositary; 
THE FARMERS LOAN AND TRUST COMPANY, LTD., 15 Cockspur St., London, England, 
Sub-Depositary ; 

(c) under the Deposit Agreement dated as of October 5, 1922, constituting the Committee of which 
Richard Sutro is Chairman, with either of the following: 

THE AMERICAN EXCHANGE NATIONAL BANK, New York City, Depositary; 
ROTTERDAMSCHE BANKVEREENIGING, Rotterdam, Holland, Sub-Depositary. 

Holders of Seven Per Cent. Cumulative Adjustment Mortgage Gold Bonds of The Denver and Rio Grande 
Railroad Company not heretofore deposited under any of said Deposit Agreements may become parties to said 
Plan and Agreement by depositing their bonds and coupons on or before August 1, 1923, at their election either 

(a) under the Deposit Agreement dated as of January 31, 1922, constituting the Committee of which 
James H. Perkins is Chairman, with any of the following: 

THE FARMERS LOAN AND TRUST COMPANY, New York City, Depositary; 

THE MERCHANTS LOAN AND TRUST COMPANY, Chicago, Ill., Sub-Depositary; 

THE NATIONAL BANK OF COMMERCE IN ST. LOUIS, St. Louis, Mo., Sub-Depositary; 

BANKERS TRUST COMPANY, Denver, Colo., Sub- Depositary; 

THE NATIONAL COPPER BANK, Salt Lake City, Utah, Sub-Depositary; 

HOPE & CO., Amsterdam, Holland, ‘Sub- Depositary ; 

THE FARMERS LOAN AND TRUST COMPANY, LTD., 15 Cockspur St., London, England, 
Sub-Depositary; 

(b) under the Deposit Agreement dated January 24, 1922, constituting the Committee of which Richard 
Sutro is Chairman, with either of the following: 

THE AMERICAN EXCHANGE NATIONAL BANK, New York City, Depositary; 
ROTTERDAMSCHE BANKVEREENIGING, Rotterdam, Holland, Sub-Depositary. 


Holders of certificates of deposit issued under the Deposit Agreement dated August 2, 1915 (under which The New York 
Trust Company is Depositary), under the Deposit Agreement dated May 28, 1917 (under which Bankers Trust Company is 
Depositary) or under the Deposit Agreement dated June |, 1917 (under which The New York Trust Company is Depositary) 
all of which agreements have expired, or have been terminated, must, in order to be entitled to the benefits of said Plan and 
Agreement, obtain in exchange for their certificates of deposit, certificates of deposit subject to said Plan and Agreement. 
Arrangements for such exchange may be made through any of the Depositaries or Sub-Depositaries above named. 

All securities deposited must be in negotiable form and registered bonds must be duly endorsed in blank for transfer or 
be accompanied by proper transfer in blank, duly executed. All bonds must bear all unpaid appurtenant coupons maturing on 
and after October |, 1921, except that Refunding Bonds may be deposited without the coupon of February |, 1922, if such 
coupon has been sold. 

Deposits of bonds must be made on or before AUGUST 1, 1923, after which date no deposits will be received except upon 
such terms and conditions as the Reorganization Managers may determine. 

Copies of the Plan and Agreement dated June 15, 1923, may be obthined from any of the Depositaries or Sub-Depositaries 
under said Deposit Agreements or from the Reorganization Managers. 


Dated, New York, June 21, 1923. KUHN, LOEB & CO. 
THE EQUITABLE TRUST COMPANY OF NEW YORK 


Reorganization Managers 
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